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The chart shows the membercurrendes of the 
exchange rate mechanism measured against the . 
weakest currency in the EMS’s narww Z2Sf>er- . 
centfluc hu ts h m band . ., 

/toSMS narrow bamtt rnm mrl^m o re than 2.25 
percent from the weakest cur r ency in that part 
of the system. Sterling and the Spanish peseta 
operate with 6 perxent fluctua ti on bands. .. 

Fears over bids National antUrost anthnrittffl 
are concerned that European Commission approval 
of Nestles bid for Percier, French mineral water 
group, would set worrying new precedents in 
EC competition policy. Page 10 

y Sanyo Ehretrlc is to postpone mass produdaon 
of four-megabit dynamic random access memories 
(D-Rams) because ofsluggish market conditions, 
the company announced. Page 13'■ 

Go-ahead sought: The world’s most nuclear 
dependent electricity monopoly, Klectridte de 
France, wants government clearance for a new - 
nuclear reactor - a move that could hamper 
the administration’s attempt to court the ecology 
parties ahead of the general etection. Pi«e $ 

Spanish.eutsi The Spanish gomnment wiU • ’ 
tomorrow announce arisky fiscal package designed 
to reduce this year's deficit by $5L26bn. Page 3 

Hanson, Anglo-American conglomerate, said 
it would consider baying British Coal once any 
financial information on the privatisation of the 
coal producer was made available. Page 11 - 

Opart Championship triumph for Faldo 

Britain's Nick Faldo . 
(left) won the British" 
Open Golf Championship 
at Mirirfteld. by a stroke 
from John Cook of 
the US. Faldo, who 
has taken the title 
twice before, started 
the day with a four 
shot lead but with . 
two holes to play was 
two shots off the lead. 

Leader’s cafe John Smith signalled a combative 
start to his leadership of the UK Labour party 
when he ordered an alkmt assault on the govern¬ 
ment's failure to deliver economic recovery. Page .. 
5; Beckett may not bridge gender gap, Page 5; 
Editorial Comment, Page 8r 

Loan worries: Italy's foreign bankers’ assoc¬ 
iation is seeking a meeting wito the government 
to discuss the status of some L3,000bn (£2.7bn) 
of loans extended to Efim, the state industrial 
holding ordered to be wound up last week. Page 2 

, Eurofighter ptamThe defence ministers of . 

PS the four partner countries in the a ilin g Eu mfl g hte r 
1 consortium are expected to meet in Madrid on. . 

August 4 in an effort to persuade Germany not 

to pull out of the project. Page 3 

Bow Qjiyup, rat- making su bsidiar y of British 

Aerospace, today opens a £200m ($39Gm) manufac- 
hiring centre in Oxfordshire - the company’s 
biggest single production investment since privati¬ 
sation in 1986. Page 10; Sales slump. Page 4 

Papal thank*: Pope John Paul U, in his first 
public statement since be was went into hospital 
a week ago for the removal of a benign tumour, ■ 
thanked his doctors for' their surgery and the 
public for their prayers. 



EUROPE’S BUSINESS NEWSPAPER 


Warrant served 
on party 
in Milan probe 

The investigation into political corruption in; •' L : . 
Milan took another tiam at the weekend with' 
the annnrimw niint that. Silvio Lega,asslstai!tv. -. 
secretary of the Christian Democrat party, had' 
been served with an advisory'warrant ■ 

Mr Lega is bdhg canvassed as the mdstHkdy: 
successor to Arnaldo Foriani in the key post of: 
Christian Democrat secretary-genand. Page's' .. 'r. 

Spending curbs fflcstyi Hie UK cabinetis : 
expected later this weekto endorse strong curbs , 
on public spending;'which are likely toleadto-'' 
cuts In investment in housing; roads; the timers ■ 
cities and other construction projects. Page 10 y 

Bank for sate: The Hong Kbhggoverninrat -. 
has put the Overseas Trust Bank up for sale, - ' : 
offering a rare opportunity to buy Into the colpnjta 
lucrative banking market Page 13 _ ... C'-y 

Peace talks Mozambican president Joaquim • / 
Chissano said he had agreed to meet Ins main , 
rebel opponent, Afonso Dh]akaih&,'to try-to end - -. 
the country’s 16-year-old civil war. Page 2 

Eiaropaon Monetary Systems Sterling 
remains at the bottomto the EMS grid after losing 
more than 2 pfennig&againstlhe.-DJtazklast ! 
week. However, the tfifferentsal between thepound 
andthe next weakest airi , ency,'tiieltalten lira, 
is slightly smaller as the Italian currency also - 
suffered big losses in last week’s trading. The.- .- 
lira, the Belgian franc andUntd^gifider- all start 
the week relatively stroller, since-their respective 
central banks all tightened pdlicyta fhe wake 
of the Bundesbank's 0.75 percentege point rise 
last week. Currencies, Page 27 
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US welcomes move to curb Jewish settlements in occupied territories 
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By Hugh Carnsgy hi Jahmlun 

MR JAMES BAKER said in 
Jerusalem last night he was opti¬ 
mistic about progress in Middle! 
East talks and welcomed moves 
..taken by Israeli prime ■ minister 
Yitzhak Rabin's new government 
to curb Jewish settlements In the 
occupied territories. • 

Speaking after talks with Mr 
Rabin, fhe US secretary of state 
struck an upbeat note which con¬ 
trasted sharply with the-tense 
' relations that marred exchanges 
between the US and the previous 
Israeli government, led by Mr 
Yltshak Shamir. 

Mr Baker signalled a shift in 
Washington's attitude to Israel's 
request for $10bn in US loan 
guarantees hitherto . blocked 
becauseof Mr Shamir's refusal to 
freeze settlements. 

'T share what I believe is your 
optimism for the opp or t un ity of 
moving forward in the peace pro¬ 
cess/" he said as he stood along¬ 
side. Mr Rafcto, who has promised 
to accelerate the US-brokered 
negotiations begun last October 
In Madrid. 

It is ;Mr Baker's 10th visit to 
Israel rfneo the end nf the Gulf 
war.and h^ first.since Madrid. 

f parUta the 
acceleration pf the peace process 
and “the improvement. in rela¬ 
tions between the two countries". 

. In a further move'to advance 
the talks, Mr Rabin is to fly to 
Cairo tomorrow to meet Presi¬ 
dent. Hosni Mubarak, the first 
meeting since 1986 between the 
leaders of Israel and Egypt - ■■ 
; Mr ; Baker win today have fur¬ 
ther talks with Israeli officials 
and will meet Palestinian teeders. 
in Jerusalem before travelling to 
Syria, Jordan, Egypt and Saudi 
Arabia this week. 

At its first cabinet meeting yes¬ 
terday: morning, Mr Rabin’s 
Labour-led government decided 
to halt the establishment - pend¬ 
ing review - of some 10 Jewish 
settlements in the occupied tent 
tones approved by the previous 
government Last week, file hous¬ 
ing ministry temporarily froze - 
unsigned contracts for new build¬ 
ing in existing settlements while 
a similar review was conducted. 


Although he has stopped short 
of a complete freeze, Mr Rabin 
hopes substantial moves to curb 
the expansion of settlements will 
win the US loan guarantees 
needed to help Israel finan ce the 
absorption of mass migration 
from the former Soviet Union, 
and faePltste progress In . talks 
with .the Arabs. 

Both Washington and the 
Arabs regard the expansion of 
Jewish settlements in the occu¬ 
pied territories as an obstacle to 
peace in the Middle East 
Mr Baker said: “Let me say It 
will make a big difference, cer¬ 
tainly with respect to the views 
and positions of the US. 

He added: “I am quite confident 
that we will be able to make the 
point with the Arab countries 
.and Arab representatives that we 
now have a government here that 
is serious about limiting this 
question with regard to the set¬ 
tlements.” 

.However, Mrs Hanan Ashrawi, 
spokeswoman for the Palestinian 
peace team that will meet Mr 
Baker on Monday, said: “We 
think that all settlements have to 
stop and are illegal, and if we are 
to maintain the integrity of the 
peace process, then all settlement 
- activities must-came to a-halL" 

- Mr Baker; whose-meeting, with 
Mr Rahin was picketed by right- 
wing demonstrators opposed to 
the peace process, spent an hour 
and a half with Mr Raton imme¬ 
diately after arriving in Jerusa¬ 
lem. 

The Jerusalem meeting was the 
start of a five-nation trip to revi¬ 
talise the Middle East talks, 
which have so far made little 
progress. 

Mr Baker said no date had yet 
been set for resuming negotia¬ 
tions, but they are expected to he 
in Rome in September after Mr 
Rabin has visited President 
George Bush next month. 

"It is important now, we think, 
that the parties do more than 
just meet and taDC Mr Baker 
said on the flight to Israel. 

"We would like to see negotia¬ 
tions, when they do resume, to 
resume as real negotiations with 
the parties presenting concrete 
and specific proposals to one 
another." 




James Baker (left) arrives in Jerusalem and Is greeted by Israeli premier Yitzhak Rabin 

Bush considers changes 
in re-election campaign 


By Jurok Martin in Washington 

MR JAMES BAKER, the US 
secretary of state, has left open 
the possibility that he will 
shortly give up his present post 
to run President George Bush's 
reelection campaign. 

On his way to the Middle East, 
he repeatedly ducked questions 
on his next step. Last week, he 
had spent two days on a private 
fishing trip with Mr Bush during 
which the president conceded 
that the matter was discussed. 

Arguments in favour of a 
reshuffle at the top of the Bush 
campaign have been reinforced 
by the surge in support for Mr 
Bill Clinton, the Democratic 
party nominee. Mr Clinton’s 
increased support comes after 
last week's successful convention 
in New York and the sudden 
withdrawal of Mr Ross Perot 

Most polls give Mr Clinton a 
lead to more than 20 points over 


Mr Bush. Even though Demo¬ 
crats concede this must be a tem¬ 
porary phenomenon, it was the 
biggest convention “bounce" that 
any candidate had received in 
polling memory. 

The polls suggest that Perot 
supporters find Mr Clinton pref¬ 
erable to Mr Bush at this stage. 
Both campaigns are wooing them 
assiduously. 

Mr Perot himself complicated 
matters by suggesting he would 
try to keep his army of volun¬ 
teers together to lobby for eco¬ 
nomic policy changes and to 
endorse congressional candi¬ 
dates. 


Furthermore, there could be no 
disguising the large and enthusi¬ 
astic crowds that greeted Mr 
Clinton and Senator A1 Gore, his 
running mate, on their bus cam¬ 
paign swing in New Jersey and 
Pennsylvania, the beginning of a 
1,000-mile, six-state barnstorming 
from New York to St Louis 
through the important rust-belt 
states. 

The immediate Republican 
response, a clear harbinger to the 

Continued on Page 10 
Perot refuses to quit political 
stage, Page 2 
Editorial Comment, Page 8 


| Yugoslav 
premier 
moves to 
bolster 
ceasefire 

By Laura Silber In Belgrade 

MR MILAN PANIC, the new 
prime minister of Yugoslavia, 
yesterday flew to Sarajevo, the 
besieged Bosnian capital, in an 
attempt to bolster a ceasefire 
agreement between the warring 
factious in Bosnia. 

Mortar attacks were reported 
in Sarajevo after the expiry to 
the 6pm deadline for the cease¬ 
fire agreed by the leaders of Mos¬ 
lems. Serbs and Croats, the three 
main ethnic groups. Bosnian 
radio also reported renewed 
dashes around Tuzla and Jajce, 
north to Sarajevo. 

Sarajevo radio said the mortar 
attacks had pinned down Mr 
Panic at the United Nations 
headquarters after talks with Mr 
Alija Izetbegovic, the president 
of Bosnia-Hercegovlna. 

Mr Panic offered to start 
Immediate peace talks with Bos¬ 
nian leaders to end the four- 
month war in Bosnia-Herzego- 
vina. After almost three hours of 
talks with Mr Izetbegovic, he 
said the Yugoslav and Serb side 
was ready to end “this stupid, 
unbelievable, unconscionable 
war". 

He said he had given Mr Izet¬ 
begovic “a very short time to 
reply” and that, If he did not 
agree, the world would know 
which side wanted to continue 
the war. 

Previous ceasefire agreements 
have collapsed with each side 
blaming the other for violations. 

lighting between Serbs and 
mostly Moslem forces loyal to 
the Bosnian government, yester¬ 
day con tinned in Gorazde. east¬ 
ern Bosnia. Radio Sarajevo said 
civilians and Bosnian forces had 
suffered heavy casualties in 
street fighting. 

Some 70.000 people are 
reported to be trapped in Gor¬ 
azde which for three mouths has 
been surrounded by Serb militia 
and cut off from the outside 
world. 

The ceasefire was intended to 
last at least 14 days allowing 
time for all three sides to hand 
over heavy artillery to UN peace¬ 
keepers. It also calls for some 
1.2m refugees to be allowed to 
return home. 

UN officials In Sarajevo said 
Continued on Page 10 


Top anti-Mafia magistrate 
killed by Palermo car bomb 


By Robert Graham In Roma 

THE MAFIA yesterday 
intensified its intimidation cam¬ 
paign directed against the TtaHan 
judiciary by assassinating Mr 
Paolo BorseQino, the most senior 
magistrate fighting organised 
crime.. 

He and five bodyguards were 
killed by a huge car bomb in Pal¬ 
ermo. At least 15 people were 
injured. 

Mr Borsellino was driving in a 
convoy to visit his mother in the 
dty when the bomb exploded. It 
had been planted in a Fiat 600 
and had a devastating effect, 
with many injuries caused by 
shrapnel Police said more casu¬ 
alties would have occurred had it 
not been a Sunday afternoon 
when the dty was largely des¬ 
erted. 

The killing was the second 
time in two months that the 
Mafia has struck to a spectacular 
manner against its enemies in 
the magtetrature. 

On May 23, Mr <2ovanni Fal¬ 
cone, the leading figure behind 
the judiciary's fight against the 
power of the Mafia throughout 
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Foreign banka seek talks on 
Efim loana ...................Page 2 

Milan-corruption probe 

widens net ..Page 2 

Kalian auction begins .Page 8 

the 1980s. was assassinated along 
with his wife and three body¬ 
guards. A 1,000kg bomb was deto¬ 
nated under his three-car convoy 
outside Palermo. 

Mr Borsellino, who was the late 
Mr Falcone’s closest friend, took 
up his mantle and was widely 
seen as the main candidate to 
become Italy's new “super-magis¬ 
trate” dealing specifically with 
organised crime. 

The new Amato government 
had pledged to make the fight 
against organised crime one to its 
main priorities but the Mafia 
struck at a time when the gov¬ 
ernment's attention Is focused 
almost exclusively on dealing 
with the country's deteriorating 
public finances. The main politi¬ 
cal parties have also been rocked 
by an ever-growing scandal over 
illicit funding. 


CONTENTS 


Significantly, the Falcone 
assassination also occurred at a 
delicate moment when parlia¬ 
ment was dithering over who to 
elect as Italy’s next president 

For several days the authori¬ 
ties In Sicily have been in a state 
of alert over the possibility of an 
attempt on the life of a promi¬ 
nent public figure. 

Mr Borsellino said after the 
Falcone killing that he was 
aware he was in the sights of the 
Mafia They had never forgiven 
him, along with Mr Falcone, for 
initiating the big trials of the 
1980s, which for the first time 
demonstrated through extensive 
use of “super-grass” testimony 
that the Mafia was a well-struc¬ 
tured organisation of criminal 
famines 

Questions are now bound to be 
raised about magistrates' secu¬ 
rity. Although heavily escorted 
in three armour-plated cars, the 
convoy was caught just as it 
turned into a etti-de-sac where Mr 
Borsellino's mother and sister 
lived in an apartment block. Mr 
Falcone was killed while using a 
vulnerable autostrada route from 
Palermo airport 
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Foreign Presence without 
Foreign Tax 

(... and not much tax at home either) 


One-day Seminar* presented by 

BARRY SPITZ 

Internuiional Tax Consultant 
Barrisicr-at-Law 

DLXrtor oflnternarionaJ Law (Parrs) 

Professor. International Tax Planning (Houston and Malta) 

Visiting Lecturer. International Ta\ Planning (HEC Paris) 

"Dr Barry Spitz, tt ht\ lawyer who infvise.s inicnmliniuil corjHtMlions 
mntseveralgt‘vernntcni\...'' - TIME MAGAZINE 
"Dr Barry Spitz, the world's leading authority on offshore tinaneial 
centres...” - RESIDENT ABROAD (A Financial Times Publication) 

• Tax Strategies for Multinational Companies and Financial Institutions 

• International Treasury Management 

• Structuring Dividends. Royalties. Interest Payments, Management Fees 

• Shipping • Insurance • Banking • Headquarters • Real Estate 

• Benefiting from the EC Directives 

• Tax Havens • Offshore Companies • Offshore Trusts 

• Income and Estate Tax Planning for High Net Wealth Individuals and 
Expatriate Executives 

• Residence. Domicile, and the Second Passport 

4 This svminur, which has been attended bj many Ihuu-sands of liusiness executing, and 
professionals worldwide, is- based on the course “ivenhy Professor S pi r/at the Graduate School 
of Administration, Rice (.iniversity. Hnuston. Prufcxsor Spitz has advised the US Internal 
Revenue Service and the Ways and Means tTaxi Committee or the US Congress. 

To register, nr for further infonnuhon. complete and clip the eonpnn and mat! to 
O^J^ c at M‘V\s given helow, or telephone *41 22 798-5044 i'rjax +41 22 79S-5046 

REGISTRATION FORM 

NAME.□ AMSTERDAM 7 Sep 

° brissi - ,s s Scp 


COUNTRY:.POSTAL CODE:.. 

TELEPHONE:. FAX:. 

CHEQUE ENCLOSED FOR HUH / USS540 / KUO Sw.Frv / 3(500 Fr.Fiv 
per ifclc£silc in favnui »»f INnUtNATtOXAf. LAW.WV TAX (XSTITI 7>. 
CHEMIN TA VERNE Y 1.1. CH-12 IK GRAND SACONNEX. GENEVA. 
SWITZERLAND. 


.□ AMSTERDAM 

7 SL-p. 

□ BRUSSELS 

i* Sep. 

□ PARIS 

It) Sep. 

□ ZURICH 

11 Sep. 

□ LONDON 

IVOvi. 

□ MADRID 

21 Oct. 

□ LISBON 

25 Oct. 
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Italian government's stance criticised I rcfUSCS 


Foreign banks seek 
talks on Efim loans 


By Robert Graham In Rome 

ITALY’S foreign bankers’ 
association (Aibe) is seeking an 

urgent meeting with the gov¬ 
ernment to discuss the status 
of some L3.000bn (S2.7bn) of 
loans extended to Efim, the 
state industrial holding group 

ordered to be wound up last 
Friday. 

A banker heading one syndi¬ 
cate of Eoreign banks owed 
money by an Efim subsidiary 
voiced concern over the lack of 
consultation with bankers. By 
the end of the last week, he 
said, no banks had been “con¬ 
tacted at all by Efim or the 
Treasury. It is all very unsatis¬ 
factory.” 

According to unofficial ver¬ 
sions of a decree to be pub¬ 
lished today. Efim’s debts and 
those of its 30 subsidiaries, 
totalling LS^OObn, will be fro¬ 
zen for a maximum of two 
years. The decree also says the 
Treasury has the discretion to 
limit the freeze on debt pay¬ 


ments for individual compa¬ 
nies to a period “no greater 
than IS months". 

Mr Giuliano Amato, prime 
minister, talked on Friday of 
the freeze being "no less than 
one year". 

The government has not for¬ 
mally justified the freeze but 
the group is believed to have 
negative net worth. Mr Alberto 
Predieri. the new administra¬ 
tor of Efim, will need time to 
value the group and determine 
the fate of its subsidiaries. 
Mediobanca and Warburg’s 
have been engaged as advisers 
on the valuations. 

Efim's long-awaited liquida¬ 
tion is part of the new Amato 
government’s radical approach 
to reorganising the Italian pub¬ 
lic sector. 

According to the decree, 
creditors will be offered in 1993 
government paper denomi¬ 
nated either in lire or Ecu with 
a filing of L4,OOObn. The inter¬ 
est will be determined by the 
Treasury but the decree says 


that, beginning in 1994, the ser¬ 
vice costs of this paper will be 
L720bn. 

It is understood that at least 

six syndicated foreign loans - 
four in Ecu and two in yen - 
have been extended to Efim 
and its subsidiaries. Japanese 
institutions, including Mitsubi¬ 
shi «snk T are believed to be 
among the most exposed. How¬ 
ever, Chemical Bank recently 
organised a private $300m 
(£157m) placement. 

Foreign bankers are still 
angry about the collapse last 
year of Federconsorzi. an agri¬ 
cultural co-operative with indi¬ 
rect government backing. 
“They frankly have to get this 
one right otherwise Italy will 
be no better than an Argentina 
or a Brazil," a banker said. 

The administrator has 90 
days in which to prepare a 
report on how the group is to 
be liquidated. 

The main loss-making sec¬ 
tors are aluminium (Alumix) 
and glass (Siv). 


to quit US 
political stage 


Milan probe widens net 


By Robert Graham 

THE investigation into 
political corruption in Milan 
took another turn at the week¬ 
end with the announcement 
that Mr Silvio Lega, assistant 
secretary of the Christian Dem¬ 
ocrat party, had been served 
with an advisory warrant. 

Mr Lega, 47. is being can¬ 
vassed as the most likely suc¬ 
cessor to Mr Arnaldo Forlani 
in the key post of Christian 
Democrat secretary-general. 
Mr Forlani resigned last month 
after failing to obtain sufficient 
support for his attempts to 
become Italian president. 

Mr Lega. a deputy from 
Turin, bas teen seen as having 
the necessary youth and dyna¬ 
mism to revive the party's for¬ 
tunes after its share of the vote 
fell to 29 per cent in April’s 
general elections. 

He is being investigated for 
alleged illicit financing of polit¬ 


ical parties, along with fellow 
deputy Bruno Tabacchi, former 
Christian Democrat president 
of the Lombardy region. Both 
said they had nothing to hide 

Their alleged involvement 
brings to almost 70 the number 
of politicians, local and 
national, connected by Milan 
magistrates to a sophisticated 
system of rigged contracts and 
political kick-backs. 

Mr Salvatore Ligresti, 
Milan's construction supremo, 
was arrested last week for 
alleged payment of bribes to 
secure public works contracts. 

The next step in Mr Lega’s 
case will be a request to have 
his parliamentary immunity 
waived. This has already hap¬ 
pened in the case of five depu¬ 
ties linked to the Milan affair. 

The most damaging aspect of 
Mr Lega’s alleged involvement 
is the nature of the accusa¬ 
tions. Mr Maurizio Prada. a 
senior Christian Democrat poli¬ 


tician in Milan arrested earlier 
in the magistrates’ inquiries, 
has alleged that some of the 
money he collected through 
bribes and contract commis¬ 
sions were handed over to the 
national party. 

Christian Democrat officials 
maintained over the weekend 
that Mr Prada was spitefully 
incriminating others after his 
recent expulsion from the 
party. 

But such accusations and 
counter-charges will affect the 
forthcoming election of a new 
party secretary. 

The Milan corruption scan¬ 
dal also promises further devel¬ 
opments on the contractors' 
side. Mr Ligresti Is said to be 
cooperating with the Investi¬ 
gation and for the first time 
since his arrest two months 
ago Mr Enzo Papi, the manag¬ 
ing director of Cogefar-Im- 
presit, Flat's construction 
group, is beginning to talk. 


R OSS PEROT may no 
longer be running for 
president but the 
Texas billionaire still seems to 
think he can influence the 
course of US politics this year. 

Over the weekend several 
dozen of the state coordinators 
of his non-candidacy gathered 
in Dallas to discuss the next 
steps with Mr Perot. Some 
attempts were apparently 
made to persuade him to recon¬ 
sider and, having failed, yester¬ 
day's deliberations focused on 
some unscripted ideas Mr 
Perot had tossed off in two 
bizarre television interviews 
on Friday night. 

These came only a day after 
the formal ending of his unde¬ 
clared candidacy. In them he 
called on his “volunteers” to 
form “an army of patriots” to 
put pressure on Democratic 
and Republican candidates 
running for president and Con¬ 
gress. 

"This is a much bigger, 
bolder step,” he said. “What 
we’re laying out tonight is a 
plan to have the House, Senate 
and the White House march in 
step, fix the economy and put 
America back to work.” 

Sounding more Hk* a candi¬ 
date hhwsplf . he said he would 
not withdraw his name from 
the 24 state presidential ballots 
on which he is already regis¬ 
tered, nor discourage the end¬ 
ing of incomplete petition 
drives. Simultaneously he 
Insisted repeatedly that he was 
no longer running. 

He again promised to publish 
soon an economic policy plan, 
the absence of which was con¬ 
sidered one of several fatal 
flaws when he still had his 
eyes set on the White House. 

This plan, according to his 
few surviving political aides, 
would include J500bn in budget 
savings over five years, achiev¬ 
able through a 10 per cent 
reduction in the federal 
bureaucracy, the elimination of 
many subsidies, higher income 
and social security taxes on 
the wealthy, and increases in 
petrol taxes. 

The weekend meeting in Dal¬ 


Yesterday we were a regional communications company. 
Today our region's a little larger. 
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Ameriiech began as the parent of the Bell companies that 
serve the Midwest, the most information-intense area of the 
United States. Recognized as a leading communications com¬ 
pany. Ameritech is a S22 billion corporation that today brings 
its technoiogica! leadership and financial strength to ail 
corners of the world. 

In addition to pioneering fiber optic and ISDN technol¬ 
ogies in the United States. Ameritech gave customers the 
world’s first mobile telephone network. The company now is 
behind such innovative projects as bringing cellular technology 
to Poland, acquiring the Telecom Corporation of New Zealand 
and expanding a host of international services. 

Solutions that work: The commitment to successful inno¬ 
vation has helped the company surpass S10 billion in annual 
revenues and achieve the highest return to equity of compara¬ 
ble firms. This philosophy continues to drive Ameritech 
forward, leading the world in meeting customers' needs with 
advanced technology and giving a strong total return to our 
shareowners. For a copy of our Annual Report or related 
financial information, call Brussels. 32-2-512-00-40. 




The Communications Companies of Ameritech: 

Illinois Bell 
Indiana Bell 
Michigan Bell 
Ohio Bell 
Wisconsin Bell 
Ameritech Audiotex Services 
Ameritech Credit 
Ameritech Development 
Ameritech Information Systems 
Ameritech International 
Ameritech Mobile Communications 
Ameritech Publishing 
Ameritech Services 
The Tigon Corporation 
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las was called before he spoke, 
on television on Friday night. 
Some attending said Mr Perot 
had promised financial assis¬ 
tance to the continuing effort, 
bnt others reported that his 
commitment was vague. 

Most of his remarks were 
broadcast on the Larry King 
Live programme on Cable 
News Network, the vehicle he 
ted used to launch his efforts 
earlier in the year. 

Mr Perot seemed positively 
liberated to be taBting to his 
friendly host, free from the 
presence of hostile journalists 
and file professional political 
advisers he had imported and 
then mostly ignored. 

Two of them - Mr Ed Rol¬ 
lins and Mr Hamilton Jordan 
- have begun to paint a pic¬ 
ture of an extraordinarily 
disorganised and amateur 
effort, in which all decisions 
were taken or ducked by Mr 
Perot alone. 

Mr Perot, they said, only 
seemed comfortable on talk 
shows and in rallies sur¬ 
rounded by his ftfthfnl. They 
warned him that this was an 
illusion and that other fringe 
candidates - for instance, the 
Rev Pat Robertson four years 
ago - also drew large crowds 
at the outset. But Mr Perot 
resisted all attempts to have 
his image and arguments pro¬ 
fessionally burnished. 

Mr King , the most prominent 



Ross Perot resisted all attempts to have his image andargmnents burnished 


and different effort. One of 
Vhpwi was the entertainer Cher, 
who said she would stay 
involved “as long as I know 
you won’t quit”. 

The campaigns of President 
George Bush and Mr Bill Clin¬ 
ton, the Democratic nominee 
who has surged ahead in the 
polls, were still wooing Perot 


Gary Hart tried to do'so four 
years ago after dropping out, 
and Mr Paul Tsoqgas.allowed 
his name to remain on Demo¬ 
cratic primary ballots this year 
after he suspended ids cam¬ 
paign, but to no avail, ‘ 
However, in focusing .an eco¬ 
nomic issues,; especially the 
budget defidt-and-the. national 


The Texas billionaire is determined to influence^ evdiits 
ahead of presidential elections, writes Jnrek Martin - - 


of the talk show hosts, seemed 
almost distressed that Mr Perot 
had withdrawn and on several 
occasions virtually begged him 
to reconsider. It may or may 
not be relevant that Mr Perot's 
frequent appearances have, 
done wonders for the show's, 
ratings. 

Several callers, however, 
expressed their disappointment 
and sense of betrayal that he 
had h«efceri out, though others 
were wideeyed with enthusi¬ 
asm at the prospect of a new 


supporters furiously over the 
weekend. 

Even Mr Dan Quayle. the 
vice-president who a month 
ago was nailing Mr Perot “a 
temperamental tycoon with 
contempt for the constitution”, 
had only kind words to say. 

Both are operating on the 
assumption that, no matter 
what he says to his faithful 
flock, Mr Perot cannot come 
back. There is no recent record 
of this happening-in the space 
of an election year. Senator 


debt, Mr PeKtfhas.at'least lent 
his name,?wjugh typically not 
the responsibility for his 
actions^ to a cause which has 
other powe^d,advocates. 

Senators ' Warren Rudinan 
-and John, ifanforth, ..both 
Republicans, and Mr Tsongas 
on the D^nocraticaite are con¬ 
tinuing, to exert pressure o n Mr 
Bush and lffr.,Cfe^ton -t6 be 
more speciffoabouttheir defi¬ 
cit reduction Jdeai. Both candi¬ 
dates may face a- decisive tele¬ 
vised debate' devoted to this 


issue, at least if Mr Danforth 
has his way. 

But Mr Perot’s commitment 
to ttiig cause must remain sus¬ 
pect for the simple reason that 
he refused to let it be pub¬ 
lished while he was still an 
official, if undeclared, candi¬ 
date. He had promised early in 
May that it would be 
ready in 60 days, but when he 
quit in the third week of July 
its contents were still 
nri kno wn. 

It seems as though he bad 
worked out it would be so 
unpopular as to damage fatally 
his chances, which were 
already beginning to dwindle. 

Mr Jordan admitted it would 
have created “a firestorm" 
when made public, probably 
consuming in the process Mr 
Perot 

He pre-empted that probabil¬ 
ity by withdrawing, which less¬ 
ens the realistic chances of his 
“army of patriots” being more 
than a marginal force in the 
remaining three and a half 
months of the campaign. 
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Mozambique leader 
to meet rebel chief 

MOZAMBICAN President Joaquim Chissano said yesterday he 
had agreed to meet his main rebel opponent, Mr Afonso Dhl&k- 
ama. for the first time to try to end the country’s 16 -year-old 
dvil war, Reuter reports from Harare. 

Mr Chissano, speaking after a four-hour discussion on the 
Mozambican war with Us Zimbabwean counterpart, Mr Robert 
Mugabe, said the talks would be held soon, bnt details were still 
being worked out. 

Rebels of the Mozambique National Resistance (MNR), seeking 
general elections and power-sharing with the Maputo govern¬ 
ment, have fought a bloody war in which at least a million 
people have been killed. Tens of thousands more have fled into 
neighbouring countries to become refugees. 

Jordan defuses US rift 

King Hussein of Jordan bas defused a serious rift with the US ; 
over by tightening customs checks along his j 

kingdom’s border with Iraq, officials and diplomats-said. Reuter 
reports from Amman 

The dampdown, some-say, may even encourage Washington to 
resume military aid frozen because of Jordanian sympathy for 
Iraq during the Gulf crisis. 

Jordan has been Baghdad's main supply line since the UN 
Security Council dapped on a trade blockade after Iraq invaded 
Kuwait in August 1990. 

Romania’s ex-king nominated 

One of Romania's leading political parties has nominated Mich¬ 
ael of HohenzoQem, the former king, as its candidate for presi¬ 
dent in elections due on September 27, Virginia Marsh writes 
from Bucharest 

Mr Radu Campeanu, leader of the National Liberal party 
(NLP), said the party was nominating the former king because 
he was the only person capable of beating President fop Qiescu, 
who is standing for a second term. 

A delegation would tills week visit Switzerland, where ex-King 
Michael, 70, has lived for more than 30 years, to ask Mw 
formally to be the NLP candidate. 


Global battle with 
Aids ‘at impasse’ 


By Clive Cookson . 

In Amsterdam 

THE worldwide Aids epidemic 
is racing ahead, while the inter¬ 
national response has stalled, 
11.000 delegates to the seventh 
world conference on the dis¬ 
ease heard last night 

Dr Jonathan Mann, confer¬ 
ence chairman, told the open¬ 
ing session of the week-long 
meeting in Amsterdam: “The 
global effort against Aids has 
reached a dangerous impasse. 

“A realistic analysis reveals 
that the gap between the 
expanding epidemic and lag¬ 
ging national and international 
response is growing rapidly, 
leaving tiie. world more vulner¬ 
able to the spread of Aids.” 

The Harvard Aids Institute 
In the US, which Dr Mann 
directs, has just completed an 
independent analysis of the 
epidemic. It predicts that the 
number of people infected with 
HTV, the virus that causes 
Aids, will-rise from about 13m 
now to 20m by 1995 and some¬ 
where between 50m and 120m 
- including more than 10 m 
children - in the year 2000 . 

The latest official prediction 
from the World Health Organi¬ 
sation is. only ^slightly less 
alarming. It predicts that 30m 
to'40m. men, women and chil¬ 
dren win have been infected by 
foe turn of the century. About 
60 per oent.of the adults are 
expected .to develop full-scale 


Aids within 12 years of infec- 
. tion. 

As Dr Joost Rmtenberg, con¬ 
ference co-chairman, noted: 
“The developing world is 
increasingly bearing the bur¬ 
den of the HIV/Aids pandemic, 
accounting for approximately 
80 per cent of the world’s HJV 
infections ” 

The virus is racing through 
Asia. Dr Max Essex, of the Har¬ 
vard School of Public Health, 
who is chairing the confer¬ 
ence's scientific programme, 
said the fastest heterosexual 
. spread seemed to be in north-, 
era Thailand - perhaps 
because a new and virulent 
HIV strain had evolved there. 

No one is expecting any dra¬ 
matic scientific or medical 
breakthroughs to be 
announced in Amsterdam this 
week, although with more than 
960 sp eakers scheduled for con¬ 
ference sessions there is bound 
to be some progress. 

One area where hopes are 
relatively high is vaccine 
development; 15 HIV vaccines 
are currently undergoing early 
cl i n ical trials in human volun¬ 
teers. Looking further ahead, 
the meeting will hear of 
long-term research into "gene 
therapy" - using a genetic 
approach to attack HIV. 

Th e conference is also to put 
greater emphasis on social 
approaches to the disease 
Wellcome expects good news. 
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Inkatha calls for defiance 

■ ■■ i' 

of ANC over ‘mass action’ 


By Michael Holman 
In Johannesburg 

THE Inkatha Freedom party 
(TFP) yesterday called on its 
members to defy African 
National Congress (ANC) call 
for “mass action” against the 
government of President FW 
de Klerk. In a move likely to 
reinforce tbe already bitter 
rivalry between the two par¬ 
ties, Chief Mangosuthu Buthe- 
lezi’s mainly Zulu backed 
movement said its supporters 
should “exercise the right to 
work” and urged employers 
"not to dose their businesses 
during any mass action cam¬ 
paign”. 

A resolution passed at tbe 
IFF annual conference this 
weekend said the party was 
"appalled that the ANC and its 


allies - are planning protest 
action which includes marches, 
strikes and stay-aways which 
will cripple tiie economy at the 
time we most need to build it 
up to provide tiie wealth the 
first government after apart¬ 
heid will need to make democ¬ 
racy work,” 

Among other measures, the 
ANC and trade union allies 
have called for a general strike 
to begin on August 3. marking 
the start of a week of disrup¬ 
tion. 

Employers’ representatives 
and union officials are dose to 
agreement on a compromise in 
which business and unions 
make a joint appeal for an end 
to the political stalemate: Nor¬ 
mal-economic activltywould 
be suspended on August 3 but. 
business would continue as 


usuaL Many businessmen, 
howeyer, are. uneasy about 
fonning an alliance with 
unions to put pressure on the 
government to concede to the 
ANC * demand for a" majority 
rule constitution. 

. The . prospect of damaging 
relations with Tniratti^ wfll add 
to: their unease, for Chief 
Buthelezi’s opposition to eco¬ 
nomic sanctions and advocacy 
Of a market economy has 
always teen, appreciated by the 
business community. -. 

- lnlratha also called on the 
ANC to distend its guerrilla 
force.Umkb onto w^Sfewe, and 
said it would do aH.it could to 
ensure that the force was dis¬ 
banded by theSeptember 14 
annlvereary of 'the' si gning of. 
the - ^national peace accord. It 
did not elaborate: ; • 
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Accord heads off 
crisis in pay for 
French jobless 


By Quentin Peel In Bonn 

THE PEFEHCE ministers of 
the four partner countries in 
the afling ;Enrofightec c6dsqj>~- 
timn ere .ejected to : meet in- 
Madrid on August'^,., in ^an, 
effort to pers^de Gernwhy nbt : 
to poll oat of the project, 
according to todxieti 7 :offiriaIs;. 

Proposals tor going; ahead 
with a substantially cheaper: 
version oF tha aircraft -at'., 
least as Ear as Gennhny is con¬ 
cerned. - are Jifcely to Tbe dis¬ 
cussed. f \ ' r L ' 

-Britain,.''Italy and. Spain 
remain committed to toe'Euro:.- 
pean Fighter Aircraft (EFA) ■ 
project; although all threei 
defence ministers, who met to 
London last week, agreed.they 
would also like to see signifi¬ 
cant savings. Spato_in particu¬ 
lar is understood to be sympa¬ 
thetic to the German position.-. 

Mr Volker Rohe, toe German 
defence minister, says he, 
wants to see an entirely differ¬ 
ent aircraft developed, more 
appropriate to the post-cold 
war security threat in toe year 
2000, if possible using the 
development funds committed 1 
to the EFA. Germany has so 
far spent some DM3bn (£lbn) 
out of total development funds 
allocated by Bonn of nearly 
DM6bn. - * • • ■ 

Industry and defence minis¬ 
try experts in the management. 


agency overall responsi¬ 
bility tor/the Euirofighter met 
. in MTrnlrfi r la«rt Thursday to dis¬ 
miss' thelstate of toe aircraft 
development: programme, in 
the)Bght of.Geirmeny J sdedsion 
: hrot to godhead with 'toll-scale 
production fjrotol999L 

Accordtostdi report to the 
. Welt AnT TSoimtag Sunday 
: : newspaper to Germany, they 
agreed that it would be possi¬ 
ble to reduce the "lifetime 
eost" of theaircraftby 25 per 

- centfrom the -current esti¬ 
mate of DMCLEUm per aircraft,: 

-.. to Just DM99Am this would be 
. managed pjitoarily, by not 
. FngtaBing -soinM! of the more 
sophisticated' items and soft¬ 
ware. . '■ : 

' ‘Althongh tbe 'details of the 
newspaper report could not be 
confirmed, the German flafennA 
ministry said a regular meet¬ 
ing of fiteEuroSghter nianage- 

- meat agency had taken place. 
However, -it was a routine 
meeting without any special 
I tome nn tba a genda 

He confirmed that Mr Rfihe 
was going to Madrid on August 
i but the purpose of the visit 
was . to meet Ms Spanish coun¬ 
terpart, Mr Juhin Garcia Var¬ 
gas, ;for a first bilateral 
exchange since he (Mr Rfihe) 
took office. It would be a brief 
visit, big,.If the other defence 
ministers were; invited,' he was 
happy to meet them. 
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Yonfcg CIS soldiers Join the east German exodus as they leave Bresden-Neustadt station for Russia yesterday 


EDF seeks go-ahead for reactor order 


By- William Dawkins 


world’s most nuclear-dependent 
electricity monopoly, Etectrlcdto de France 
(EDF), has asked-the'French-government 
for clearance to order its first new nuclear 
reactor far five years.. 

This could hamper the Socialist adminis¬ 


tration’s attempt to court France's influen¬ 
tial ecology parties in the run-up to the 
general election next March, which polls 
suggest the socialists will lose. 

The moderate Generation Ecologie 
wants a freeze on nuclear power, while the 
Verts, or Greens, want to ban it Between 
them they won nearly 14 per cent of the 


vote in last March’s regional elections. 

The government will therefore be under 
pressure to put off a decision untQ after 
the general election. 

However the EDF says it must order a 
new reactor early next year to cope with 
an expected 2.1 per cent mean annual 
growth in electricity demand. 


By William Dawkins In Paris 

FRANCE’S unemployment pay 
system was temporarily res¬ 
cued from impending bank¬ 
ruptcy over the weekend by a 
hard-fought accord between 
French employers and a major¬ 
ity of trade unions. 

The Patronat employers' 
organisation and three of 
France’s five main trade 
unions agreed to raise contri¬ 
butions to Onedic, the unem¬ 
ployment pay body, by a 
shared 0.8 per cent, and reduce 
payouts to those out of work 
tor more than four months. 

Payments from Onedic, 
which is funded entirely by 
companies and their employ¬ 
ees, would have dried up from 
October without the accord, 
which runs until the end of 
next year. The deal will save 
FFr25bn (£2.56bn) by then, 
easily clearing Onedic’s more 
than FFrl5bn deficit, said 
negotiators. 

The Communist-led CGT, 
France’s largest trade union, 
refused to sign the deal on the 
grounds that workers and the 
unemployed were being asked 
to shoulder too much of the 
cost of the rescue. The FO 


union, which founded Onedic 
with the employers in 1958, 
reserved judgment for the 
same reason. 

Despite the onion split, the 
compromise deal is binding. 
The fruit of more than a 
month's negotiations, it culmi¬ 
nated in an all-night bargain¬ 
ing session ending on Satur¬ 
day morning. 

The talks have been followed 
closely by the government, 
which is powerless to inter¬ 
vene directly but eager to 
avoid worsening the plight of 
France's nearly 3m unem¬ 
ployed. 

The rise in contributions 
wifi be split equally, 0.4 per 
cent each way, between 
employers and workers. 

The 0.8 rise lasts until the 
end of the year, when the 
extra payment reduces to 0.5 
per cent for the following six 
months and then falls again to 
0.4 per cent until the end of 
December 1993, by when 
employers and unions will 
review the deal. 

From August, individual 
payouts will drop by 17 per 
cent from the fourth month 
out of work and again every 
subsequent four months. 


Spain acts to halt 
runaway deficit 


By Peter Bruce In Madrid 

THE SPANISH government 
will tomorrow attempt to bring 
its runaway public .finances 
under control by announcing a- 
risky fiscal package .designed 
to cut this year’s deficit by 
*3.26bn (£L7bn). ’• 

The Finance Ministry, which 
has admitted it has badly mis¬ 
calculated the effect - the slow¬ 
down to toe economy would, 
have on tax revenues, is expec-. 
ted to announce an immediate - 
increase in the top rate of 
value added tax from 13 per 
cent to 15 percent, an increase 
in the tax on personal incomes, 
and spending cuts expected to 
affect most ministries. 

Such an Increase in VAT, six 
months before Spain would, 
have been obliged to introduce 
it under European Community 
tax harmonisation agreements, 
will increase revenues for the 
rest of this year by about 
S900m. The government is hop¬ 
ing to take to an extra $400m 
by withholding more tax. Mad¬ 
rid had been forecasting reve¬ 


nues of $128bn in 1992 but had 
reached only J§4bn by;the end 
of June. ■' 

It has struggled also to find 
budget cute of arouiid JL9bn 
for the rest of this year - with 
roughly 80 percent of govern¬ 
ment spending ^nlready com¬ 
mitted: This compares with the 
&5bn it was forced to cut this 
time last year when faced with 
a simflar crisis.--Now, thoughr 
tiie government^ has - come 
under pressure from the ruling 
socialists hot ; to cut social 
spending as a general election 
must be held by October 1993 
at the latest .• 

The budget deficit in’ the first 
six months Of 1992 was more 
than 40 per cent over target, 
making it impossible to lower 
the. deficit from 4.4 per cent of 
gross domestic product last 
year to 2^per cent as pledged' 
in i^ans presented to the EC. 
The measures to he announced 
tomorrow will attempt to re-es¬ 
tablish that target, although a 
VAT increase is likely to dam¬ 
age efforts to end the year with 
inflation of below 6 per cent 


The new OS/2 

can do just about anything. 
And all at the same time. 


Bonn crusader 
shares vision of 
circular rubbish 

G ERMANY’S messianic l Environment Ministry. 

environment minister, Since December 1 last ye 
Mr Klaus TSpfer, has a transport packaging of : 


G ERMANY’S messianic 
environment minister, 
Mr Klaus TQpfer, has a 
way with words, to his hook, 
rubbish is not garbage; it is a 
secondary raw material to bis 
mind's eye he sees product 
cycles not as lines littered with 
ups and downs, but as near¬ 
perfect circles. 

This vision lies at the heart 
of his latest offering, tabled at 
the weekend. His “circulation 
economy law”, he said, “will 
bring about a change in the 
behaviour of manufacturers, 
distributors and consumers" 
and spell the end for “ecologi¬ 
cal subsidies in our way of 
life". 

The aim of the new law - in 
reality a top-to-bottom amend¬ 
ment of existing legislation on 
the handling and treatment of 
rubbish - is to force manufac¬ 
turers and distributors of all . 
goods to take their products 
back at the end of their useful 
life. 

They must then either be re¬ 
used, recycled or burnt to 
power plant. Only those rem¬ 
nants with no possible use may 
be classed as “rubbish” and 
dumped in the traditional way. 

The costs of collection and 
reprocessing should be 
included to the s ellin g price, 
but must not exceed existing 
public authority charges for 
waste handling and disposal, 
he said. Transformation, of 
today’s throwaway society Into 
the circulation economy would 
take 10 years or more. 

Part new. part recycled. Mr 
Tdpfer’s initiative is a logical, 
if dramatic new. chapter in a . 
long-running series of environ¬ 
mental strictures from the 


Environment Ministry. 

Since December 1 last year; 
transport packaging of all 
goods has routinely been taken 
back for recycling. Since April, 
German shops have been kit¬ 
ted out with bins to collect out¬ 
er-packs from self-service 
goods: items such as tooth¬ 
paste boxes. 

From January I next year 
consumers will be able to drop 
off the toothpaste tube and 
other sales packs - cigarette 
boxes, yoghurt pots - on their 
shopping trips, and a 50 pfen¬ 
nig charge becomes payable on 
drinks 

Christopher 
Parkes explores 
a dramatic new 
chapter in 
Germany’s 
environment laws 


Virtually all supermarket 
goods are marked with a green 
spot, the w g» that a levy has 
been paid to Duales System 
Deutschland (DSD), a joint 
company set up by industry 
and retailers, to pay for collec¬ 
tion and recycling through pri¬ 
vate channels working in par¬ 
allel with but independently of 
the public waste network. 

Half the packaging indus¬ 
try’s BOO.OOQ-tohne annual 
demand for tinplate is recy¬ 
cled. By 1995. DSD says, the 
proportion will be 72 per cent 
Or, to Mr Topferis language, 
the circle will .be 72 per cent 
complete. 



Too much to do^and no time to do it? 

OS/2 can help. 

The new IBM OS/2 is the most powerful PC 
operating system f©£your business. Because it lets 
your PCs work the way you do. Doing more than 
one job at a time. Getting more value out of your 
information, fast. % 

In short, OS/2 puts you in charge of your PC. 
You can easily dip in and out of spreadsheets, word 
processed documents, charts, reports - pretty well 
anything you choose. 

And OS/2 was designed from the start to perform 
these complex operations safely. So you can rest 
assured that no matter how great the workload, 
OS/2 will be taking good care of your precious data. 


In fact, it’s virtually crash proof. 

Crash proof and future proof. OS/2 will not only 
make your current PC investment more productive, 
it will also help you to harness the power of 
tomorrow's technological developments. 

But perhaps most important of all, OS/2 is 
incredibly easy to use. 

So whether you arc a one man band or a major 
corporation, the new OS/2 is here to help. 

RUNS MOST DOS, WINDOWS ANDOS/2 APPLICATIONS. 

DOS AND WINDOWS INCLUDED IN THE PACKAGE. 

SUPPORTED ON MOST 
IBM-COMPATIBLE 386SX PCS AND ABOVE. 

UP TO 48MB EXPANDED MEMORY PER APPLICATION. 

NO 640K LIMIT. 


To find out more, complete the coupon and send 
it to Greg Weston at the National Response Centre. 
Or call him on 081-995 7700 during office hours. 


Pleaie tend me more information on OS/2. 


Company. 


Pool code. 
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Militants vow 
defiance at 
temple site 


% 





By Shiraz Sldhva hi New 
Delhi 

HINDU militants in Ayodhya 
yesterday declared war on the 
Uttar Pradesh state govern¬ 
ment, escalating construction 
of a temple at the disputed site 
as all-party talks in New Delhi 
failed to reach a political con¬ 
sensus on the issue. 

After 14 hours of talks on 
Saturday an all-party meeting 
in Delhi failed to resolve a dis¬ 
pute aver building a temple to 
Lord Rama on a site where a 
16 th-century mosque now 
stands. 

A court in the north Indian 
state of Uttar Pradesh last 
week ordered a halt to the 
building of the temple, which 
has ignited bloody religious 
riots over the past three years 
and has been a bone of conten¬ 
tion for decades. 

But Hindu leaders on Satur¬ 
day rejected attempts by local 
authorities to get them to 
abandon the building work. 

Hundreds of supporters of 
the Vishwa Hindu Parishad 
(VHP), the militant wing of the 


Hindu revivalist Bharatiya 

Janata Party (BJP), defied the 
district magistrate's attempts 
to implement court orders 
which prohibited all building 
activity on the disputed site. 

“We will not allow the work 
to be stopped, and if necessary, 
we will face bullets,” said VHP 
general secretary Ashok 
Singhal after meeting a district 
magistrate. 

Prime Minister Narasimha 
Rao told the meeting in Delhi 
that If the state government 
continued to be blocked in 
attempts to enforce the court 
orders it would amount to “a 
breakdown of the constitu¬ 
tion". 

Mr Rao has been under pres¬ 
sure within his minority Con¬ 
gress party government to 
invoke a provision allowing 
the central government to dis¬ 
miss a state government for 
law and order reasons. 

The Uttar Pradesh govern¬ 
ment is ruled by the BJP. chief 
rival to the Congress party, 
which came to power last year 
on the strength of a campaign 
to build the temple. 








North Korean deputy premier Kfaa Dal-hyon arrives at Panmnnjom in South Korea for the 
highest-level economic exchange between Seoul and Pyongyang since Korea was divided In 1946 


New car sales in west Europe fall by 5.3% 


By Kevin Done, Motor 
Industry Correspondent 

NEW car sales in west Europe 
fell by 52 per cent in June to 
1.23m from LlSm a year ago, 
according to industry esti¬ 
mates. 

Demand weakened in Ger¬ 
many and in many of the small 
and medium-sized European 
markets. New car sales in June 
were lower than a year ago in 
11 of 17 markets across west 
Europe. 

The decline In June acceler¬ 
ated the downward trend that 
began in March. Sales have 
been lower than a year ago in 
three of the last four months. 

New car sales in the first six 
months of the year fell by 1 per 
cent to 7.34m from 7.42m in the 
same period a year ago, accord¬ 
ing to industry estimates. Sales 
were lower than a year ago in 8 
of 17 west European markets 
including Germany and the 
UK. 

The significant fall in sales 
in June was caused most 
importantly by an estimated 
17.4 per cent drop in demand in 
Germany to 356,000. 

New car sales in Germany 
are retreating from the record 
levels achieved a year ago in 
the wake of unification. 

The sharp fall in sales in 
Germany, the biggest single 
European new car market, was 
exacerbated by the declining 
demand in most small and 
medium-sized European mar¬ 
kets in June, led by a sharp 


22.5 per cent drop in sales in 
Finland. 

These declines could not be 
compensated by the continuing 
strength of demand last month 
in Italy and Spain, where new 
car sales were 9.6 and 13.4 per 
cent higher respectively than a 
year ago, nor by a rebound in 
sales in France where new car 
registrations rose by 7.7 per 
cent year-on-year. 

The fragile recovery in new 
car demand in the UK contin¬ 
ued last month with a rise of 
4.4 per cent, but in the first six 
months sales were still 4.1 per 
cent Lower than the very 
depressed level of a year ago. 

Japanese car sales in west 
Europe fell by 5.7 per cent in 
the first half of the year. 

Japanese car makers have 
been hit by the changing pat¬ 
tern of new car sales across 
Europe and the relatively 
higher decline in demand in 
the unprotected European mar¬ 
kets where they have their 
main strength, most impor¬ 
tantly in Germany. Demand 
has grown most strongly this 
year in the protected markets 
of Italy and Spain, where Japa¬ 
nese car makers have only a 
sm all share. 

The Volkswagen group of 
Germany, which Includes 
Audi, Seat and Skoda, has 
established a record lead in the 
first six months. 

It boosted its share of west 
European new car sales to 17.7 
per cent from 162 per cent a 
year ago, t h 3 "!” most impor¬ 


tantly to the success of- its 
Audi and SEAT marques. Sales 
of its up-market Audi brand 
rose by an estimated 12.7 per 
cent in the first six months 
narrowly outselling both BMW 
and Mercedes-Benz, while sales 
by SEAT, the VW group's 
Spanish subsidiary, were 14.6 
per cent higher than a year 
ago. 

Skoda, the Czechoslovak car 
maker where VW has manage¬ 
ment control, fared less favour¬ 
ably with sales in west Europe 
falling by 63 per cent Sales of 
the VW brand rose by an esti¬ 
mated 13 per cent helped by 
growing output of the new gen¬ 
eration VW Golf, Europe’s best 
selling car. 

Among the big six volume 
car makers in Europe Fiat of 
Italy and Ford of the US have 
lost most ground with declines 
of 63 and 6.1 per cent respec¬ 
tively. 

BMW, the German executive 
and luxury car maker, has 
made some of the biggest 
gains. 

The company increased its 
sales by 133 per cent in the 
first six months and for the 
first time in its history has out¬ 
sold Mercedes-Benz in west 
Europe in the first six months. 

The main loser among Euro¬ 
pean car makers Is Hover, the 
subsidiary of British Aero¬ 
space, whose sales in west 
Europe plunged by 16.4 per 
cent in the first half of the year 
to 156,000, depressing its mar¬ 
ket share to only 2.1 per cent 


WEST EUROPEAN NEW CAR REGISTRATIONS 
January-June 1992 __ 



VMurae 

(Unita) 

Volume 

Cbango(%) 

9mk (%) 
Jan-Jun 92 

Shara(%) 
Jan-Jun 91 

TOTAL MARKET 

7,345,000 

-1.0 

100.0 

1080 

MANUFACTURERS: 

VoOrawagAn'flncl. 

1201.000 

+ 4.6 

17.7 

16.8 

Audi .SEATSSkoda) 
Fiat (lncM.anda, 

918000 

-6.2 

185 

182 

Alfa Romoo.Ferrari 
Innocentl,Mas* rati) 
General Motor* 

907,000 

-3.8 

183 

187 

(Opet/Vauxhafl. 

US# & Saab) 

— OpoWauxtiaU 

867.000 

-3.4 

11.8 

181 

- Saab** 

29,000 

+ 1.5 

0.4 

0.4 

Peugeot (fod. 

871.000 

+4.7 

11.9 

112 

Citroen} 

Ford (Europe. 

844,000 

-81 

11.5 

12.1 

US# & Jaguar) 

— Font Europe 

838000 

-80 

11.4 

180 

— Jaguar 

8000 

-172 

. 0.1 

81 

Ranaulttt 

■ ■ 761.000 

+3.8 

10.4 

92 

Nlaean 

337,000 

-88- 

3.2- 

-83 - 

BMW 

337,000 

+ 132 

82 

88 

Mercadee Benz 

231,000 

-85 

3.1 

32 

Toyota 

170.000 

-187 

83 

86 

Revert 

156,000 

-16.4 

2.1 

85 

Mazda 

148,000 

-7.6 

2.0 

22 

Voivott 

115.000 

+89 

1.6 

12 

Honda? 

94,000 

+3.8 

1.3 

12 

MBeubMil 

91,000 

-14 2 

12 

1.4 

Total Japan—# 

859.000 

-87 

. 11.7 

12.3 

MARKETS: 

Germany 

2,188000 

-92 

292 

385 

Italy 

1,401,000 

+ 52 

19.1 

18.1 

Ftance 

992,000 

+ 0.1 

185 

132 

UnBed Kingdom 

769,000 

-4.1 

185 

102 

Spain 

540,000 

+ 182 

7.4 

81 
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Asean talks gc cartel probe 

74V and over-supply 
over islands (Jog PVC makers 
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By Jose Galang In Manila 

FOREIGN ministers of the 
Association of South-East 
Asian Nations (Asean) con¬ 
verge in M a " na today for ms- 
cnssions this week on concrete 
programmes to expand 
regional co-operation. 

The meeting takes place 
against a backdrop of the con¬ 
tinuing territorial disputes 
involving three Asean mem¬ 
bers - China, Vietnam and 
Taiwan - over the Spratley 
I slands in the South China 
Sea, a quarrel which could 
deteriorate shortly with the 
expected start of oil explora¬ 
tion In the area. 

The for eig n ministers' gath¬ 
ering Is their first since the 
January accord among the six 
Asean governments — Indon¬ 
esia, Malaysia, the Philippines, 
Singapore, Thailand ami Bru¬ 
nei - to transform the region 
Into a free-trade Urea by 2007. 

They will discuss ways to 
strengthen Asean’s abfitty to 
cope with a changing interna¬ 
tional environment and then 
discuss trends in trade, invest¬ 
ment and development with 
counterparts from their main 
economic partners: the EC, US, 
Canada, Japan, South Korea, 
Australia and New TealmiL 

Mr Raul Bfanglapus, chair¬ 
man of the Asean Standing 
Committee and Philippines 
Foreign Affairs Secretary, said 
yesterday that the Spratley 
disputes will also be diseased. 
The three Asean members, 
involved - Brunei, Malaysia j 
and the Philippines - and i 
China, Vietnam and Taiwan 
all have claims on the islands. 
With the exception of Brand, 
all also have troops on some, of 
the islands, under which may 
lie oil and gas reserves. 

China and Vietnam have 
awarded contracts separate!; 
to western companies to drill 
for oil in the disputed territo¬ 
ries, and Vietnam, recently 
increased Its campaign by 
wooing Malaysia to participate 
in one exploration venture. 
Over the past few weeks, 
China is said to have planted a 
territorial marker on a reef 
and had earlier authorised Its 
army to use farce, if necessary, 
to control the Islands. 

. Nevertheless, Qian Qichen, 
China’s foreign minister, has 
been Invited to the Manila 
meetings and is expected to 
hold talks with his Asean 
counterparts as a group and 
Individually. • 

Mr Manglapus said this 
week's meetings will tackle 
“some guidelines [thatl will 
provide us with the start of a 
kind of modus vivendl 
between contesting nations 
before a final resolution Is 
arrived at". And, while an*- 
lysts ore not optimistic that a 
definitive end. to the disputes 
can be reached this week. Mr 
Bfanglapus noted “a strong 
feeling on toe part of our part¬ 
ners [for] a peaceful solution. n 



these are 

tricky times fin- 
west European 
manufacturers 
of PVC. .Their 
latest problems 
THE began at 930am 
EUROPEAN on Tuesday July 
MARKET T when Edro 
SBStaP— Commis¬ 
sion nfftriais raided the New¬ 
ton Aydiffe offices of Hydro 
Polymers, a PVC s ub sidi ar y of 
Norsk Hydro. 

Over the next two days, star- 
tied executives in eight other 
com panies faced questioning 
from the Commission trustbus- 
tersIThe raids signalled a new 
investigation into alleged 
. price-fixing in the DM6bn-a- 
year European market for 
PVC, the plastic widely used in 
the constnktion industry and 
to packaging; - 
But if PVC manufacturers 
are fixing prices, they are 
doing it badly. Prices are 
depressed by poor demand and 
rising Imports. AH suppliers 
are suffering heavy losses. 

The companies raided this 
month were BASF. Hflls, 
Hoechst, Wackra Chinrie, Ato- 
cbem, Stoll, EJmbuigse Vinyl 
MaatechappJ]-; Norsk Hydro, 
Solvay, Ores and EVC, a Joint 
venture between Id and Enl- 
chem. Sortie were among the 23 
plastics groups fined Ecnttkn 
(£42.4m) by the .Oommisskm. in 
1989 for. price-fixing in the 
I early !S8(kL Tlw derision was 
overturned by the European 
Court of First Instance in 
M a rcfr for procedural reasons. 

The 'raids- followed com¬ 
plaints. by :UK customers of 
rises of some 80 pm- cent in 
Ftehrnary and March. A similar 
rise was achieved ;by German 
ihankfacturazs in January. 

Commission nflirfaiii must 
deride whether the rises were 
because of a tightening market 
. or an orttaefatrated; effort by 
PVC makers torhlse prices. 

-The - industry xertaialy 
needed priceris6s - ffthey were 
to stem losses. In Germany, 
Europe's largest market, the 
price of higlt^uality PVC 
slumped; last year-fponr about 
DM175 tolDM.acconting to 
Mr Denis Gatfield, ’managing 
director of Hydro Polymers. 
-The-industry' reckons it needs 
prices of DML45 to break even. 

“111 periods of oversupply we 
get screwed," says Mr Gatfirid, 
"We were in a period of over* 
supply." 

Demand for PVC last year 
was about 53m tonnes, down 
about 4 per cent on 1990, 
according to Mr Erich Scfantt- 
zler, executive vice-president of 
PVC at Hoechst The fall in 
demand was aggravated by ris¬ 
ing imports, which have now 
reached about 12 per cent of 
the west European market 
Imports were about 515,000 
tonnes to 1990 and could be as 
high as 700,000 tonnes this 
year, according to Mr Jacques 
Stevens, manager responsible 


for PVC at Solvay. 

- The US remained a signifi¬ 
cant importer last year, and 
countries such as Mexico, Bra¬ 
zil and Libya aU increased pro¬ 
duction. But it is increastogiy 
aggressive eastern European 
manufacturers that now pro¬ 
vide more' than half of aU 
imports into the EC. 

Mr Stevens explains: 
“Imports from the eastern 
countries are a long way from 
being cost-calculated. There's 
no demand locally and they 
need hard currency desper¬ 
ately. That affects prices." 

Although UK and Scandma- 
vian markets are depressed, 
German demand is buoyant, 
growing at about 5 per cent 
Growth to France and Italy is' 
also strong at about 4 per cent 
. The problem of US imports 
has also eased, according to Mr 

Without further 
price rises or 
rationalisation, the 
outlook for PVC 
manufacturers is 
bleak, writes 
Pa ul Abrahams 

Stevens. With US domestic 
demand stronger than last 
year, products previously 
exported have been diverted to 
the home market 
Nevertheless, margins 
remain poor, according to Mr 
Robert Genin, marketing direc¬ 
tor of polyolefins and PVC at 
BASF: "Actually, to tell the 
truth, margins are lousy. This 
is still a non-profitable sector. 
We need another 15 pfennigs to 
be profitable." 

Demand for new PVC could 
fall as more is recycled. More¬ 
over, although European sup¬ 
ply is static, two large US man¬ 
ufacturers, Shlntech, a 
subsidiary of the Japanese 
group Shto-Etsu, and Georgia 
Gulf, are considering new 
capacity. Mr Schnitzler at 
Hoechst fears that, if the US 
market slows and the dollar 
continues to weaken, there 
could be US dumping into 
Europe. 

He believes that the Euro¬ 
pean market will grow at only 
03 per emit a year over the 
next five years. Others are 
more optimistic. Mr Genin at 
BASF mid Mr Stevens at Sri- 
vay reckon that the market 
could grow at between 13 to 2 
per cent a year. 

“If this sort of unprofitability 
continues, we can expect some 
changes In ownership and 
some plant closures," says Mr 
Gatfield at Hydro Polymers. 

The industry needs rational¬ 
isation or further price rises. 
Otherwise, even without the 
Commission's attentions, the 
outlook fin- PVC manufacturers 
win remain bleak. 
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INTERNATIONAL ECONOMIC INDICATORS: MONEY AND FINANCE 


Thk» table shows growth rates for the most widely followed measures of'narrow and broad money, a representative short- and long-term Interest rate series and an average equity market yield. Ail figures are percentages.. 
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■ UNITED KINGDOM 
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3rd qtr.1991 81 86 5.79 7.85 3.10 6.6 ZB 

4th qtr.1991 S.O 2.8 £.00 7.34 3.09 82 82 

1st qtr-1992 11.0 2.9 4.17 7.29 2.90 7.5 1.7 

2ndqtr.1992 11.7 1.8 3.95 7.37 2.87 6.0 1.2 


July 1991 8.2 32 6.05 6.27 3.14 6.1 3.4 7.45 867 0.75 5l9 5.8 0.15 859 229 -0.3 6.4 9.59 9.16 

August 8-2 2.8 5.72 7.90 3.07 7.2 2.7 7.21 848 0.77 44 52 9.31 624 2.32 2.7 6.9 9.59 9.09 

September 6.0 2.4 5.58 7.66 3.08 a4 2.2 6.64 8.18 a78 5.0 5.8 927 8.42 221 -2.1 5.4 9.43 8.88 

October 7.1 2.5 5.34 7.S2 3.09 7.5 2.1 6.30 5.96 0.72 4.8 53 9.38 831 2.41 -3,1 42 932 878 

November 82 2.9 4.98 7.41 3.09 9.3 2.4 6.09 526 875 4.1 5.4 843 832 2.42 88 4.9 9.56 882 

December 8.7 3.0 4.S7 7.08 806 88 2.0 894 872 021 87 81 9.61 824 ZBZ -4.6 2.7 10.10 861 

January 1992 10.2 3.1 4.09 7.02 887 72 1.B 815 5.45 0.83 89 6.3 9*4 7.91 2.39 -2.4 32 B.99 840 

February 11-3 81 4.11 7.33 890 7.4 1.6 805 853 027 4.1 85 9.61 7.88 830 -1.8 3.7 10.06 8.44 

March 11.5 86 4.29 722 894 7.5 1.8 4.84 5.51 0.93 4.9 7.0 9.70 7.94 82S -in 85 10.12 858 

April 11-9 82 4.04 7.47 897 7.0 1.6 439 886 1.06 7.0 7.5 9.75 7.94 828 -80 89 10.04 8.67 

May 182 1-9 3.68 739 895 8.9 1.1 439 866 1.00 88 80 879 7.96 826 0.9 53 9.96 856 

June _11.1 1.4 892 726 800 _ 4.0 O.a 4.49 855 1.06 _ 9.7S 727 827 _ 1811 873 

Monetary gnnrth rates: show the percentage change over the corresponding period In the previous year, and are positive unless otherwise stated. All growth rates rater ta the seasonally adjusted series e» 
Datastraarn and WEFA from central bank sources. Merest ratas: short-term: period averages of: US - 90-day commerdaf paper, Japan - 3-month cartifleaias of deposit Germany - 3-rawrth Fiber. France 
government bonds. Interest rates supplied by Datsatraam. Equity market yield: period averages or the gross dividend yield on the relevant FT-A world index. 


monthnirtmeaus of deposlt~Germany -ISnonST FlbwT FranS^sKtSiMlw? S? £££*5^^^ Monetary data supplied by 

orld Index. _ ' ' ' V ""l"™ Wood eventga yields on ;0-y«ar benchmark 

remains odd one out in low-debt Europe 
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THE BUNDESBANK has chosen not to 
compound the economic pain being suf¬ 
fered by its European partners, at least for 
the time being. But it is now not only 
possible, but probable, that European 
interest rates will go up before they start 
to fail- Almost every member country of 
the European exchange rate mechanism 
wifi choose to grit its teeth and bear the 
pain, while the dynamic of European poli¬ 
tics will require the UK government to 
follow suit But the uniquely British eco¬ 
nomic predicament will make doing so 
particularly costly. 

Almost all the information needed to 
track Europe's monetary mess is con¬ 
tained to this week’s table. The accelera¬ 
tion of Germany’s money supply following 
unification, the rise to its short-term inter¬ 
est rates, the virtual disappearance of 
short-term Interest rate differentials 
between Germany, France and the UK, 
and the subsequent divergence between 
high European Interest rates and falling 
rates in the US and Japan, these are aU 
apparent 


The acceleration of German broad 
money growth this year, combined with 
the Bundesbank’s recent reaffirmation of 
its 314-5% per cent target range for 1992 
M3 growth in 1992, suggest that policy to 
the ERM will remain tight for some time. 
If the Bundesbank fa serious about meet¬ 
ing this target range, then it will almost 
certainly have to raise the European inter¬ 
est rate floor sometime to the next few 
months. 

A series of Interest rate cuts to the US 
and Japan mean that the stance of mone¬ 
tary policy, measured by yield gap 
between short and long-term interest 
rates, fa now much looser to these coun¬ 
tries than in Europe. Yet the stance of 
monetary policy is odty one determinant 
of the economic plight of nations. The US, 
despite a much looser monetary and fiscal 
policy, is still experiencing sluggish eco¬ 
nomic growth: no faster than either conti¬ 
nental Europe or Japan but much faster 
than recession-mired Britain. 

The- missing link fa debt The depth of 
the US and UK recessions, and absence of 


sustained recoveries, are both explained 
by the uncharacteristic willingn es s of cote 
sumers to save rather than spend, Con¬ 
sumers to these countries are stffi paying 
the price of past profligacy. The interest 
burdens faced by households depend both 
on the level of interest rates and the stock 
at debt; and while the US'may have lower 
Interest rates, it also has a very high stock 
of consumer daht The consequence, as the - 
chart shows, is a very high gross interest 
burden relative both to the past arid to 
other countries. 

The chart should be interpreted with 
care. The OECD's Economic Outlook; from 
which it comes, cautions against simple 
cross-country com p a ri s on , because of dif- 
foresees to national, definitions of gross 
interest payments andltousehold dispos¬ 
able income. Some countries dovnot record 
disposable income net. ofinterest pay. 
meets, while to others the flow of inert- 
gage interest payments fa not recorded in 
the national accounts but estimated by 
national authorities. 

- Yet the broad, trends ;are dear both 


within and across countries. The build-up 
? S 01 !? 6 ^ * fibt k to* 1960 s was an 

^W^tomnphenomenmi, concentrated to 

cnose countries where (W-.i.. 

SdSn 5 ? ST?* esc ££ ed tois debt 
b^up, as m Japan. While European 
interest rates are stffl high, the interest 
bl ]J^wimatos comparatively low. 

Tte UK lias, both spatiaDyand economl- 
cafiy, somewhere between continental 
«*ibin eS 

is* *>* °s. a teiSS 

-ws3 

Interest rates would fuel 
mwe tiian a limp recovery. Btrt fv> r the 
present, even that remains a distant hope. 

Edward Ball* 
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NEWS: UK 


Nomura 


LABOUR LEADERSHIP CONTEST 


Smith orders attack on Tory record 


suit against 
UK publisher 

By Jimmy Burn. 

THE WORLD'S largest sec urity 
bouse, Nomura, has decided to 
drop its libel action against 
Bloomsbury, the independent 
British publisher, after more 
than two years of legal wran¬ 
gling believed to have cost welt 
over Elm, with the lion’s share 
paid by the Japanese. . 

It emerged yesterday that 
Nomura has agreed to a “drop 
hands settlement*, .under 
which both sides will bear 
their own costs, but all rfahna 
for damages are withdrawn. 

In April 1990,-Nomura issued 
a writ for Ubel in connection 
with the House of Nomura, a 
book published by Bloomsbury 
and written by US-born stock¬ 
broker Mr A1 Alfetehanser, a 
former employee of- James 
CapeL It also pressed for an 
injunction requiring that the 
book be withdrawn.. 

Nomura went ahead with the 
action after both the puldfeAer 
and the author had rejected 
earlier from the Japa¬ 

nese company that the bock 
should be withdrawn and a 
payment of damages should be 
negotiated. 

In the original writ issued in 
the High Court in. April i960 
claiming defamation Bofidtors 
Iinklateis & Paines acting for 
Nomura alleged that words in 
the preface to the book “in 
their natural and ordinary 
meaning meant and were 
understood to mean* that the 
Japanese securities house: 

• Succumbed to the dawatMte 
of gangsters and/or extortion¬ 
ists and/or Macknudlers. 

• Conspired with b lackmail -; 
era to misuse its funds for the 
purpose of making payments 
to the said blackmailers. 

• Carried out and/or commit¬ 
ted immoral and/or fllega] acts 
and/or practices which they 
wished to conceal by making 
payments to blackmailers. 

• Habitually engages. In 
insider trading and misuses 
confidential information. 

Preparations for a trial were 
still under way when in July 
1991 when the chairman, and 
vice-chairman of Nomura 
resigned after taking 
responsibility for a series of 
scandals. 


Britain in brief 

ksuvk: 


By hroDaramay; 
PoWcafCo<T> y ondeni 

MR JOHNr SMTIH.signalled'a 
combative start to his leader-- 
ship of the opposition Labour 
party yesterday when he. 
ordered an altbrtl assault on: 
the CooaervariveffwenmKQt’s, 
failuredeliver its much-. 
promised economic recovery. 

His can was met by aggres¬ 
sive speeches from Mr Tony 
Blair and Mr Gordon . Brown 
accusing': the government of 
using attacks. <m :the' pew 
Labour leader as a smoke¬ 
screen to disguise ^deep-seated 
Tory , disquiet at the continuing 
recession.: /. ■ : • 

Mr Blatr; who is expected to 
be.named Shadow home secre¬ 
tary this;week, said the bar¬ 
rage of-afylise In a series of 
speeches by Cabinet ministers 
last Friday, - was a “panic 
striven” response to the dan¬ 
ger Mr Sndth posed them: 

In contrast to the Labour 
leader, elected by an over- . 
whelming 91 per cent af.the 
labour party on Saturday, Mr 
John Major led a “hesitant and 
(hvided party” unable to give 
the-country decisive leader¬ 
ship, Mr Blair sakL “They are a 
government of inertia when 
toe country needs action.” 

Mr Brown, widely predicted 
to become shadow chancellor, 
said the Conservatives’ mani-' 
fosto.promise of a swift recov¬ 
ery had been exposed as “a 
fraud”. He dananded action oh 
the .rising unemployment, pov- 
erty and inner dty- dqi dTOti nn 
tint was now threatening the 
sodal cohesion of the country. 

The Labour counter-attack 
appeared to .do little to «fam«ch 
the Conservatives’ targeting of 
Mr Smith, however . Mr Mich¬ 
ael Portfflo, chirf secret a r y to 
the Treasury; is today punish- ’ 
tog a 25-page pamphlet, charg¬ 
ing the Labour leader with 
advocating outdated policies 
“inconsistent with the needs of 
a market economy.” 

The resumption of party hos¬ 
tilities cornea after three 
months- .of relative . calm, 
induced by the Labour leader¬ 
ship That mi 

Saturday when . Mr Smith, 53, 
was triumphantly acclaimed 
leader by 1,500 delegates at a. 
meeting of Labour's electoral 
college in Westminster. 

His rival Mr Bryan ^Gould, 
shadow envirimmeht secretary, 
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Team spirit: Labour’s new leadership team of John Smith and Margaret Beckett enjoy their success at Saturday's election conference 
recorded Just 9 per- ewnt of the ^ 

S35E**- Beckett may not bridge 
SHSS3 gender gap with Tones 

for the deputy leadership- 

In his victory speech, Mr By hra Dawnay her gender appeaL Mr Prescott aid Kaufinan as shadow for- 

Smith pledged to rededicate trailed with 28 per cent and elgn secretary. Mr Robin Cook, 

Labour as “the party of THE GENDER gap - the Mr Gould scored Just 14.6 per campaign manager for Mr 
change” and social justice. But Conservatives’ cnwmawiUng cent In the survey published Smith, Is marked down to 
he also insisted that Labour nine-point lead over Labour by Harris In The Observer shadow Mr ntirhagi Heseltine 
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Mr Robin Cook, campaign day. Mrs Beckett well behind on 17. campaigning responsibilities, 

manager- lor Mr Smith, said on The figures put Mrs Beckett The role to be given to the or as education secretary. She 
BBC radio that Labour would well behind her rivals Mr new deputy leader once the is regarded as highly co tape- 
use the first year of the new Bryan Gould and Mr John shadow cabinet elections are tent for a departmental brief, 
leadership to re-evaluate Its Prescott when a sample of completed on Thursday is still making the latter post more 
goals rather than revise policy. 1,052 voters were questioned apparently unresolved. probable. Mr Bryan Gould, 

Premature policy reviews after as to which politicians were an Mr Gordon Brown is defeated candidate in both 

the 1967 election defeat were a asset to toe Labour party. thought certain to win the leadership elections, is 

“mistake” that would, not hap- In the deputy leadership shadow riMiHrilnnAip and Mr reported to want the foreign 
pen again, he said. election, Mrs Beckett won the Tony Blair Is predicted to affairs job but is more likely 

The NEC is due to meet for post on the first ballot with a become home affairs spokes- to be given a lesser post, 
the first time under Mr Smith's convincing 57 per cent of the man. Mr Jack Cunningham, Results of the Labour ballot, 
leadership on Wednesday to votes in spite of what was provided he wins a high in which 270 MPs are voting 

put in train plannin g for an widely seen as a lacklustre enough vote, is expected to on 51 candidates for 18 places, 

“aims and values” document campaign resting heavily on replace the outgoing Mr Ger- are exoecied on Friday. 


By tvo Dawnay 

THE GENDER gap - the 
Conservatives’ commanding 
nine-point lead over Labour 
among women voters - will 
not be instantly narrowed by 
Mrs Margaret Beckett's elec¬ 
tion to the deputy leadership, 
an opinion poQ showed yester¬ 
day. 

The figures put Mrs Beckett 
well behind her rivals Mr 
Bryan Gould and Mr John 
Prescott when a sample of 
1,052 voters were questioned 
as to which pafitidans woe an 
asset to the Labour party. 

In the deputy leadership 
election, Mrs Beckett won the 
post on the first ballot with a 
convincing 57 per cent of the 
votes in spite of what was 
widely seen as a lacklustre 
campaign resting heavily on 


ho- gender appeaL Mr Prescott 
trailed with 28 per emit and 
Mr Gould scored Just 14.6 per 
cent In the survey published 
by Harris In The Observer 
newspaper, however, that 
order was reversed, with Mr 
Gould - with 28 points - 
rated a top asset, followed by 
Mr Prescott on 25 and with 
Mrs Beckett well behind on 17. 

The role to be given to the 
new deputy leader once the 
shadow cabinet elections are 
completed on Thursday is still 
apparently unresolved. 

Mr Gordon Brown is 
thought certain to win the 
shadow chanceHnrahip and Mr 
Tony Blair Is predicted to 
become home affairs spokes¬ 
man. Mr Jack Cunningham, 
provided he wins a high 
enough vote, Is expected to 
replace the outgoing Mr Ger¬ 


ald Kanftnan as shadow for¬ 
eign secretary. Mr Robin Cook, 
campaign manager for Mr 
Smith, Is marked down to 
shadow Mr Michael Heseltine 
at trade and industry. 

Mrs Beckett is most often 
mentioned as either shadow 
leader of the house, with addi¬ 
tional party organisation and 
campaigning responsibilities, 
or as education secretary. She 
is regarded as highly compe¬ 
tent for a departmental brief, 
making the latter post more 
probable. Mr Bryan Gonld, 
defeated candidate In both 
leadership elections, is 
reported to want the foreign 
affairs job but is more likely 
to be given a lesser post 

Results of the Labour ballot 
in which 270 MPs are voting 
on 51 candidates for 18 places, 
are expected on Friday. 


Signs of an 
upturn ‘have 
fizzled out’ 

I The gloom of recession has 
failed to lift after tire general 
ejection, according to two sur¬ 
veys published today. 

The Confederation of British 
Industry's distributive trades 
survey shows that high street 
sales last month were below 
those of June last year, while 
the Loudon Chamber of Com¬ 
merce and Industry reports 
falling output in the second 
quarto' of this year. 

The CBI said a small impe¬ 
tus to sales in shops after the 
general election 'mow seems to 
have fizzled out” The London 
chamber said that indications 
in its survey for the first quar¬ 
ter that the recession might 
have been coming to an end 
“appear to have been prema¬ 
ture”. 

Group calls 
in receivers 

Beaver Engineering Group, one 
of the UK's largest family- 
owned machine tool compa¬ 
nies, has been placed in admin¬ 
istrative receivership after los¬ 
ing a long battle for survival 
amid the worldwide machine 
tool recession. 

Mr Tony Balding, Beaver’s 
managing director and son of 
the company's founder Mr Vic¬ 
tor Balding, has been made 
redundant, along with around 
80 of the Norwich-based compa¬ 
ny's workforce. The job cute, 
reducing the workforce to 60, 
were made by the receivers in 
a restructuring designed to 
prepare the company for possi¬ 
ble sale. 

The receivership is one of 
the worst blows for the UK 
machin e tool industry in a 
recession that has claimed 
4,000 jobs over the past two 
years. Beaver, founded in 1951, 
makes computer numerical 
controlled lathes and milling 
machin es, and was one of the 
most technologically innova¬ 
tive UK machine tool makers. 


Boycott threat 
by insurers 

Life insurance companies are 
threatening to boycott a pro¬ 
posed self-regulatory body for 
retail financial services unless 
all organisations which sell 
the products, such as banks 
and building societies, are 
forced to Join as well 
The life companies argue 
that unless the sale of all 
retail financial products are 
regulated in the same way 
consumers will softer. If regu¬ 
lators cannot flwi a suitable 
structure, the government 
may be forced to review the 
entire Financial Services Act 


Threat to home 
loan rates 

Home loan institutions suf¬ 
fered their second biggest out¬ 
flow of deposits ever in June 
and are stepping up pressure 
on the government to make 
National Savings products less 
competitive. The Building Soci¬ 
eties Association will 
announce on Wednesday that 
£315m flowed out of their 
savings accounts last month - 
the second biggest monthly 
outflow on record. Societies 
warned that competition from 
National Savings could force 
them to push up both savings 
and mortgage rates. 


Jobs outlook 
promising 

Medlnm-term employment 
prospects in the UK are sur¬ 
prisingly good, according to a 
survey by Manpower employ¬ 
ment agency and the British 
Institute of Management 
The survey of 163 chief exec¬ 
utives and senior directors 
found 51 per cent of employers 
expect to employ more staff by 
1996 and only 30 per cent pre¬ 
dict an overall decline. 


BA cabin crew 
vote for strikes 

British Airways cabin crew 
have voted for a series of one- 
day strikes in a dispute over 
pay and conditions. The deci¬ 
sion, by staff on British and 
European routes, followed a 
ballot for strike action, won by 
a 53.2% majority. 


HUNGARY •; ' 

TELECOMMUNICATIONS BUBLDING CONSTRUCTION PROJECT 

Invitation to Bid 

The Hungarian TUecommanicattons Co. Ltd. (hereinafter referred to as HTC) has received a loan from the 
European Bank for Reconstruction and Development (EBRD) towards the costs of constructing a new telephone 
exchange building complex in DistrictVII of Budapest The gross floor area of the completed building will be 
10,813 square meters, comprising two basement floors and live upper floors and it is anticipated that the contract 
period will be for 18 months commencing in December 1992. 

HTC now Invites sealed bids from qualified bidders for the detailed design, construction, fitting-out, furnishing 
and commissioning of the said building complex. The contract will not include the installation and commissioning 
of the teksphone exchange which will be let under a separate contract 

As part of (heir tender; contractors will have to be able to demonstrate compliance with the following minimum 
criteria, inter alia: 

- A proven track record in Hungary,, or in one of toe other emerging democracies of Eastern Europe, including 
recent projects ofa similar size and complexity either completed or under construction. 

- A sound corporate financial record over the last three financial years. Companies with an annual turnover of 
less than USD 50 million will not be considered. 

- A project management team, the key members.of which will have proven experience in similar projects 
carried out under similar conditions in similar environment 

- A logical and well thought out approach to how the project will be managed within the time, cost and quality 
requirements of HTC 

This invitation for bids is open to contractors from aO countries. Consortium bids, particularly those involving 
Hungarian and Foreign contractors, will be welcomed although the structure and modus operandi of the consortium 
will have to be clearly and logically presented. 

A complete set of tender documents may be purchased upon confirmation of payment of a non-refundable fee of 
ECU 200 (or of toe equal amount in any other freely convertible currency). Hungarian companies may purchase 
the tender documents for HUF 20.000. Remittances are to be made to account # 215-12087 of HTC kept with the 
Hungarian Credit Bank Ltd. (MHB) with the following remark indicated: 

"Erzslbet Exchange - Telecom Building Construction # TB-101/KA" 

Cash payment is accepted into the above stipulated account only hi the following branch office of MHB: 

Magyar Hitel Bank Rl 

H-1133 Budapest, Pozsonyi u. 77-79.- Hungary 

No other forms of payment is acceptable. Only those who have purchased toe tender document may submit bids. 
Bidders may obtain the tender documents (upon presentation of the receipt for the payment of the above fee) and 
may get further information only after 3rd August, 1992 from: 

Hungarian Telecommunications Co. Ltd 
Tender Bureau 
Mr. Attila Kovdcs 

H-1122 Budapest, Krisztina krt. 55., Room #308 

Hungary 

Tel: +36-1-155-5198 Fax: +36-1-155-0446 

HTC will organise a pie-bid conference for those who have purchased the tender documents. The language of the 
conference will be English and it wfl! be hdd at 10.00 ajn. on 24th August, 1992. 

The deadline for submission of bids is 10-00 ajn. on 12th October, 1992. The place of submission of bids is 
indicated in the tender documents. 

Further details are given m the tender documents. _ 



MIC OPERATES IN MORE COUNTRIES 
THAN ANY OTHER CELLULAR TELEPHONE COMPANY 

MIC is the major international cellular telephone 
company. MIC has to date organised joint ventures in 15 
countries spanning the globe from Europe 


to Latin America to Asia to Africa. 
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Milucom International Cellular s.a. 
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P ersonnel managers in the 
private sector love it. Their 
public sector colleagues are 
learning to live with it. 
Employees in both sectors are 
attracted to the idea, but often dis¬ 
like the practice. 

During the last decade, individual 
performance-related pay has taken 
root in British service and manufac¬ 
turing companies. The govern¬ 
ment’s determination to press 
ahead with its Citizen's Charter, 
and its stress on improving public 
services, means such systems will 
be rapidly extended throughout the 
public sector. 

However public sector employers, 
and private sector personnel chiefs 
thinking about PRP schemes, will 
need to tread warily. Recent studies 
show that such schemes are some¬ 
times clumsily introduced with 
harmful consequences for staff 
morale. 

Nor have supporters of perfor¬ 
mance-related pay been able to con¬ 
vince sceptics that it has a direct 
effect on efficiency or productivity. 
Some personnel managers who have 
introduced it admit privately that 
schemes can be expensive and they 
are uncertain whether they moti¬ 
vate people. 

Sir Douglas Smith, chairman of 
Acas, the conciliation service, has 
detected a cooling of private sector 
enthusiasm In the last year. "Some 
employers are questioning whether 
the rash to performance pay was 
too fashionable. They are asking 
how objective you can be in setting 
standards in many occupations and 
companies. When it becomes too 
subjective, doubts begin to arise in 
people's minds." 

Nonetheless, there is little evi¬ 
dence of schemes being withdrawn. 
That says a considerable amount 
about how robust they are, given 
their widespread adoption by Brit¬ 
ish industry. 

According to a recent survey by 
the National Economic Develop¬ 
ment Office and the Institute of Per- 

C oventry Council's 
experiment with 
performance-related pay 
lasted just IS months. When the 
authority withdrew its scheme 
in 1991, it joined a tiny minority 
of organisations which have 
abandoned the concept 
The case of National Westminster 
Bank is more typical. Three years 
after introducing a PRP bonus 
system for managers, it launched 
a review which showed that the 
scheme needed to be improved. 

the experiences of Coventry and 
National Westminster both provide 
insights for other organisations 
considering PRP schemes. 

Coventry's decision to introduce 
performance pay for chief officers 
in 1989 was prompted by a feeling 
that existing rates were not 
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Pe rformance-related pay has taken root in British industry over the last decad g _ _ should be self-financing and most 

But Michael Smith says that the programmes have crit ics among bosses an— emp oye _ sty' No nethe l ess , companies' should 


You pays your 
money... 


sonnel Management*. 47 per cent of 
private sector companies have PRP 
schemes for all non-manual grades 
and a further 21 per cent were using 
it for some non-manuals. 

PRP is not just a phenomenon of 
the last decade: about a third of the 
schemes surveyed by Nedo and the 
IPM were more than 10 years old. 
But the Thatcher years' emphasis 
on the individual, the work ethic 
and industrial efficiency saw their 
strongest growth. 

A mong the attractions of 
PRP is that, properly 
administered, it can be 
fairer than systems which 
reward employees merely for long 
service and do not discriminate 
between the good and bad. 

Many employers also introduce 
PRP as one of a series of measures 
to change the culture in the work¬ 
place. Other changes include 
improved communication systems, 
profit sharing and company health 
schemes, all designed to to make 
individuals associate themselves 
more closely with their employers. 

Not surprisingly, trade unions 
remain suspicious - and sometimes 
with good reason - that the real 
motive for introducing PRP is to 
diminish their power. Ian Kessler 
and John Purcellt. working from 
Templeton College. Oxford, studied 


nine PRP schemes and found that 
In at least three cases, management 
was consciously trying to weaken 
union power, even though pay was 
not the only weapon employed. 

Richard Rosser, general secretary 
of the TSSA white collar rail onion, 
has no donbt that British Rail 
aimed to weaken his organisation 
when it brought In performance-re¬ 
lated pay in 1988 for employees 
earning between £13,000 and £30,000 
and derecognised the union for pay 
bargaining purposes. 

If onion leaders are almost uni¬ 
versally disparaging about PRP, 
their members are often prepared to 
be more accommodating. 

A survey of the Inland Revenue 
Staff Federation by the London 
School of Economics last year found 
that 57 per cent agreed with the 
theory of PRP. 

Hie problem was the operation of 
the scheme, which was introduced 
in the late 1980s. Some 80 per cent 
of respondents said PRP had not 
unproved the quality or quantity of 
their work. Nor had it made them 
work harder. 

One clue to their reasoning might 
be given in one of the responses of 
reporting officers, a third of whom 
thought favouritism was used in 
assessments. More than half said 
PRP demotivated the staff. 

According to Vicky Wright, of 


Hay Management Consultants, mis¬ 
matches between theory and prac¬ 
tice are common in the private sec¬ 
tor if insufficient thought is given 
to introducing them. She cites one 
insurance company where 92 per 
cent of employees believed in the 
concept of PRP bat 82 per cent dis¬ 
liked the current scheme. 

What steps, then, should employ¬ 
ers take to guard against alienation 
and potential failure? 

Integration 

Most consultants say the best 
schemes are introduced in conjunc¬ 
tion with other human resource 
management techniques and in the 
context of a performance manage¬ 
ment system Organisations with 
PMS generally have a shared vision 
of objectives, conduct formal 
reviews of progress towards targets 
and evaluate the effectiveness of 
the process. j 

That, In turn, requires commit¬ 
ment from top management, both to 
the sc heme and to tr aining for the 
personnel beneath them who will 
put any scheme into operation and 
attempt to ensure it is fair. 

Money 

Care should be taken with how 
money is allocated. The Treasury 
believes that one reason why the 
Inland Revenue’s scheme attracted 


Ten tips on how to tnanage 
a performance related pay scheme 

Make sure: 

; The CEO and senior management are iuliy commuted :o scrum-: 

2 It is introduced :n top down manner 

3 Competitive base salary structure ts msdn:s>nec 

4 There is a valid job evaluation system, 

5 H is a well designed, accurate and trusted appraise, system 

6 There is a comprehensive and effective commumesbon strategy 

7 Pace of introduction is appropriate to organisation.:! culture 

g There is systematic and regular {raining ter manage 
oeriormance review ana icednucn 

9 A monitoring and evaluation process 
is in place 

10 There is regular research on scheme 
effectiveness and administration 
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internal criticism was that pay¬ 
ments were restricted only to the 
highest performers. 

Under the new system, currently 
under negotiation at the Inland 
Revenue, and other government 
departments, every civil servant is 
likely to have at least some of his or 
her pay influenced by performance. 



The Treasury has alro.gbandoned 
a quota systems used in some of the 
early, more rudimentary, PRP 
schemes in the civil service. It 
believes quotas causedresentment 
because civil servants could achieve 
targets, only to find .they, were 
rejected for a performance award 
because too many. colleagues had 


Why a local authority sent its scheme to 


attracting good enough candidates 
for vacancies. 

The council opted for the cheaper 
of two schemes suggested by 
management consultants. In 
retrospect, says Roger Manning, 
head of employment policy, the 
council did not pitch at the correct 
leveL “We still left ourselves 
downmarket” Partly as a result 
a further review was necessary 
within two years and by then PRP 
had gained a bad name at the 
anthority. 

Some of the problems stemmed 
from the rapid introduction of the 
scheme. Manning says the first 
appraisals triggering performance 


pay were based on “somewhat 
arbitrary” judgments. “People got 
less than they thought they might 
and it was not handled sensitively. 
We did not take enough time." 

Such difficulties could have been 
overcome but some of the senior 
councillors who had originally 
been keen on PRP had been 
replaced by members who were 
less comfortable with the 
time-consuming job of assessing 
the work of senior officers they 
dealt with. 

In addition, a new chief executive 
was not as enthusiastic as his 
predecessor and was keen to stress 
the value of team work in the 


council. Resentment surfaced from 
people below chief officer leveL 
some of whom believed their 
contribution was making money 
for their superior but not for 
themselves. 

“It became clear that the 
contribution of chief officers was 
dependent on people who worked 
far them and to them,” says 
Manning. 

“We felt we had to either extend 
the scheme downwards to make 
It more broadly based or we had 
to come out of it" 

National Westminster’s annual 
bonus scheme for its (L500 
managers was introduced four 


years ago to complement other 
payment mechanisms including 
a grading stru ct ure and profit 
sharing. It can add up to 20 per 
cent to the salary of junior 
managers and 30 per cent for 
executives. 

MOoe Goodswen, deputy general 
manager, personnel, says the bonus 
scheme has played an important 
part in reinforcing bank business 
planning and business objectives. 

However, a survey of employees 
conducted after three years showed 
a large measure of discontent. 

Some 11 per cent wanted the 
scheme abolished, while two-thirds 
frit it was too bureaucratic. Others 
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felt they were not heavily enough 
involved in the target-setting 
process. -i- 

En,addition the bankwas!- r 

fqnrpwmd a’lwnip might 

be too individually based and . 
jeopardising moves towards team 
WOT*- ■ : :■ 
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meets its targets.'. J." 
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managers In a unit Hovve^r^^- .. 
individual assessme^utejKfiL 
made aid if a unit poolis"-?.'' 
triggered, dwnnit maitag w- derides- 


x ~r- - 


also achieved their targets. 

Theoretically PRP schemes 
should be self-financing and most 
personnel managers believe they 
srp' No nethe l ess , companies should 
be aware that in the first year or so. 
they may incur extra costs in con¬ 
sultancy fees, training, communica¬ 
tion and, in some cases, buying the 
support of employees for the 
scheme against union opposition. 

Team work 

Companies introducing PRP also 
want, as part of another fashionable 
trend, to encourage employees to 
work in. teams. The two concepts 
sometimes clash with one another 
because HIP can. if employers are 
not careful, encourage employees to 
compete with one another. They 
need not Grand Metropolitan, for 
example, encourages its business 
units to identify team objectives 
“where appropriate" in assessing 
. performance pay for managers. 

P fa c rl n i l q attai, 

Personal assessments inevitably 
raise questions about objectivity 
and there are particular dangers in 
discriminating between the sexes. 
The Equal Opportunities Com mis¬ 
sion says that even the most objec¬ 
tive systems of performance pay 
and appraisal are likely to apply 
more readily to jobs performed by 
men titan women. 

Organisations guilty or discrimi¬ 
nation risk not only alienating their 
female workforce but also leaving 
themselves open to a challenge 
under European legislation, 

. * Incentive Pay. M Connell and S 
wood. Institute of Personnel Manage¬ 
ment and National Economic Devel¬ 
opment Office, LPM House. Camp 
Road, Wimbledon, London, SW19 
4UX, 

^Performance-Related Pay . Ian 
Kessler and John Purcell, Volume Z 
Number 3, Spring 1992, Human 
Resource Management Journal. 
Industrial Relations Services, 13-20 
Highbury Place, London N5 IQP. 

how it is distributed. The revised 
scheme is also less prescriptive 
titan before. 

Previously, written objectives 
and assessments were agreed 
between an individual and his 
superior. The flow of paper was 
added to by a “grandfathering” 
system, which the superior’s 
superior was required to supervise. 

Under the revised system, 
grandfathering and the 
requirement for written individual 
assessments have disappeared. 

The bank also encourages 
participants to crunch fewer 
numbers. “There is more of a 
tendency to assess softer targets 
such as improving morale of staff 
and customer satisfaction rather 
than just attaining numerical 
objectives,” says Goodswen. 


Declan Kelly: hoping to rebuild career 

Declan Kelly, whose privately ment. He says: “Like many sold almost immediately, but I 
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Declan Kelly, whose privately 
owned housebuilding business 
went into liquidation 2'A years 
ago with debts of £200m, has 
resurfaced as chief executive of 
Dnrkan Partnership, 

The company, a subsidiary of 
privately owned developers 
Durkan Holdings, specialises 
in building homes for housing 
associations. 

Kelly’s appointment marks a 
return to his roots; in the 1970s 
he was among the pioneers of 
building low-cost homes for 
housing associations in part¬ 
nership with building societies. 

A cheerful and enthusiastic 
Irishman, Kelly ran tntn trou¬ 
ble after expanding into specu¬ 
lative private housing develop- 


Constructive 


ment. He says: “Like many 
others I was caught out when 
interest rates soared and prop¬ 
erty values felL" 

Since the business failed he 
has been keeping his hand in 
by building about half a dozen 
homes a year in the west coun¬ 
try in partnership with David 
Smith, a former director of 
Declan Kelly Holdings. He has 
also spent a lot of time advis¬ 
ing the appointed receivers; 
they are still trying to raise 
cash from the failed business 
which was involved in a string 
of joint venture developments. 

“Some of the sites have been 
mothballed by creditor banks 
which are waiting for the mar¬ 
ket to improve. Others were 


careers 
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■ Terry Wood (above left), md 
of Try Build: has been 
appointed a director erf TRY 
GROUP. 

■ Robert Neill (above right), 
formerly marketing director 
of Norwest Holst Construction, 
has been appointed marketing 
director of HIGGS & HILL’S 


■ Steve Mamringtou, 
previously UK c omme rcial 
director of BLENHEIM 
GROUP, has been appointed 
group company secretary. He 
replaces Heather Land, who 
is leaving to spend a year 
sailing round the world. 

Executive chairman Neville 
Buch says that Mmmington 
has an assistant who deals 
with much of the routine work, 
leaving him time to continue 
with implementation of the .. 
group’s management 
information systems, as well 
as scouting for potential 
acquisitions - both jobs he 
was already doing as UK 
commercial director. 

■ Harvey Samson has been 
appointed group finance 
director of GARDINER * 
GROUP. 

■ Stephen Mnirhead, 
previously senior 
vice-president International 
at Hanna-Barbera Productions, 


UK construction division. 

■ Roy Harrison has been 
promoted to md of TARMAC'S 
building materials division; 
he succeeds Derrick Sims who 
Is retiring. 

■ Charles Denny, chairman 
and chief executive of 
McLaughlin & harvey, 

is retiring; Andy Stoddart has 
been appointed group md. 
Derek McChme is also to 
retire. 

■ John Gains and Bill Reid 
have been appointed to the 
board of JOHN MOWLEM. 

■ Malcolm Jardine has been . 
appointed md erf ALRED 
McALPINE INTERNATIONAL. 
He spent 29 years with French 
Her which merged with 
Beazer in 1986 and became 
director of Beazer Europe and 

has been appointed senior 
vice-president Europe of 
TECHNICOLOR, part of 
Carlton Com munications. 




■Nigel Howard (above left), 
chairman of the thermal 
ceramics division, has been 
appointed to the main 
MORGAN CRUCIBLE board. - 
■ Nigel Randall (above right) _ 
has been appointed md erf 
BRITISH AEROSPACE 
(Systems and Equipment); he , 
succeeds Lea BiSaoai who is 
moving within the group. 
■Joh n. Tay lor, director of 
HEWLETT-PACKARD’S 
European Research 

Laboratories in Bristol, has - 
been appointed to the board. 


sold almost immediately, but I 
am conscious of raR the people 
who are owed money and have 
been working as hard as I can 
to assist," says Kelly, now 49. 
“It has been a horrid two 
years, but I like to.fhink I still 
have more friends: than ene¬ 
mies in the industry.” . 

Building for hnnatn'g associa¬ 
tions, which since the 1989 
Housing Act, are encouraged 
to raise an increasing propor¬ 
tion of their finance , from pri¬ 
vate investors, is one of the 
few growth areas in the hous¬ 
ing market. Durkan Partner- 
ships, which; currently builds 
about 250 homes a year, plans 
to double over the next few' 
years, says Kelly. 


overseas, but left when Beazer 
was taken overby Hanson. 

Bob Kottier moves from 
Tarmac to become a director 
of Alfred McAlpine 
International. 

■ John Cassidy, formerly 
deputy chairman of Barrett 
Developments and more 
recently a non-executive ■ 
director ©TWAIN GROUP, has ; 
been appointed group finance 
director. Stephen Owen, group 
financial controller also 

becomes company secretary - 
in place of David Inee who 

r emains finanro rtiwyto r.trf 

Wainhomes (Chester): 

■ David'Walton, formerly md 
of David WHson.Homes, has 

been appointed md of 

BELLWAY HOMES Wessex 
and West division. - - 

■ Peter Byers has joined 
HOMEPIUDE FOODS as 
finance and administration 
director. 

■Clive Boast lias been 
promoted to group financial 
director and Brian Gibbon a 
director ofDOWDING & 

MTT.T.<g 

■Tony Herod hasbeen 
- appointed md of rhp Precision ; 
Bearings, a division of UNITED 

.PRECISION INDUS TRIES 
■Barry Whhfbrd, previously 
md of European Plastic 
Moulders, has been appointed 
md of lank Plastics, a 
subsidiary of WAGON 
..INDUSTRIAL HOLDINGS. 
■NicholasStagg, formerly . 
finance director of British ft 
Commonwealth 'Propert i es, 
has been appointed group 
financa director of LAMBERT ' 
SMITH HAMPTON. 

■David Hyams has been 
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Architecture / Colin Amery 





of St Paul's precinct 
draws slowly to an amicable close 


T HE long saga of oneof 
the most importantl 
sites in London is 
slowly drawing to a 
close. Last Friday, July .17, 
Paternoster Associates, a part-' 
nership consisting of Gfreycoai 
Estates, Park Tower Group'and 
Mitsubishi Estate Company, 
put in the final planning appli : . 
cation for the redevelopment of' 
Paternoster Square to the 
North East of St. Paul’s cathe-. 
dral. The planning committee 
of the City of London last 
looked at the proposals for this 
vital area in December last, 
year when they seemed to be 
far from happy on several 
fronts!. It is - in theory - not 
the role of the planning com¬ 
mittee to make architectural 
decisions and so their objec¬ 
tions were mainly to do with 
the lay-out of the scheme, and 
how the scheme had followed 
the rules relating to St. Paul’s 
heights. There was at that time 
a feeling that density was the . 
problem too, and that the pro¬ 
posals were worryingly close to 
overdevelopment 
From July 23 it win be possi¬ 
ble to see the revised proposals 
in The Guildhall in the City - 
although this time there is no 
large scale exhibition. What 
exactly has happened to the' 
scheme since December? It 
remains the predominantly tra¬ 
ditional scheme that received 
the blessing of the majority of 
the public and HRH The Prince 
of Wales at an exhibition. The 
architects are an interesting ' 
list Tom Beeby from the US 
designed the highly successful 
new Public Library In Chicago. 
Allan Greenberg is the iwntirig . 
American classicist The Brit¬ 
ish contingent of more or less 
traditionalist architects are 
John Simpson, Demitri Porphy¬ 
rias, Robert Adam, Quinlan 
Terry, Sidell Gibson and Terry 
FarrelL 


: The major changes concern 
. the-hew cental j^uafe which 
.. does not noar h&tie large 
'Sunken area bhtler aB on one 
- JeveL Tbere is a.-hew central 
market hall riflgj gne d by John' 
Simpson wUcbr shelters the 
escalators Dratt lead :" to the 
"' underground.’ Station and to 
' someshopping! There is now a 
great deal of Shopping at 
ground -level timaughout the 
.. development:’.JofarSimpson 
has dedgned. -for ihe market 
hall, a. Doric templewith obe¬ 
lisks at the apexes^df the.pedi- 
ments.It could bemi ente rtain . 

* ing. biiildfagi/"' The' biggest 
re-design ha^ bfd^n carried out 
on Tom Bqebyi large office 
h rriTriing at the;west end of the 
site' It now,blocks like a fine 
example of E^rarifian Baroque 
and does have! less mass and 
balk than Its p r edecessor. Afore 
views of Jhe ; cathedral have 
bean openedup^throughout the 
scheme, antLaUhoogh it is hard 
to.’overcome'the bulk of so 
many offices* the ground level 
of,the whole sdieme is now. 
much more .interesting. 

It has always been my view 
that there should .be more pub¬ 
lic activities on the site and 
that anhoteLthe Cr^y. Corpora¬ 
tion's art gallery and part of 
the Ttfuseum of London belong 
oh this -site. A really fine 
Health Club would, undoubt¬ 
edly do well - the one pro¬ 
posed looks on the mean ride. 
Property developers believe 
their researchers' (despite 
Canary Wharf) who tell them 
that only offices and more 
offices will succeed when the 
recession. Is over. Although 
there is optimism that, thic par¬ 
ticular scheme, because of its 
marvellous Inratim,- may wril 
succeed despite- the recession I 
cannot believe that it is too 
late to look a±,what the plan¬ 
ners call, enhancing-the mix. 

There are stiff two very sen- 


V- 



Revised proposals for the redevelopment of Paternoster Square 


sztive areas of great concern in 
the Paternoster proposals. 
They do not technically.form 
part of the consortium’s plans 
but they axe very much related 
to the final plans for the whole 
area. One is the rite now occu¬ 
pied by the ghastly tower block 
near Newgate Street known as 
Sudbury House which is now 
the responsibility of Nuclear 
Electric. This is to be demol¬ 
ished and its replacement will 
impinge considerably on the 
master plan for the whole 
Paternoster site. A design has 
been prepared by the Rolfe 
Judd Partnership for a large 
low, deep plan block. To date it 
looks as though it will be a 
compatible, if unexciting 
neighbour. 

The other more significant 
site is the major one on the 


north side of Ludgate Hill, 
close to the West front of the 
cathedral which is currently 
occupied by Juxon House. This 
is in different ownership from 
the major part of the Paternos¬ 
ter rite but talks have been 
held between the owners to 
ensure a degree of architec¬ 
tural compatibility. The archi¬ 
tect for the replacement of 
Juxon House, is William Whit¬ 
field and he is likely to produce 
a decent neighbour. He is 
highly experienced in design¬ 
ing for sensitive rites. He was 
consultant on a major office 
building near Westminster 
Abbey. He has designed the 
new Chapter House at St-Al- 
ban’s Abbey and his new 
offices for the Department of 
Health by the Cenotaph in 
Whitehall have won plaudits 


from a variety of critics. 

1 can see no reason for the 
City of London Planning Com¬ 
mittee to be disappointed in 
the revised Paternoster scheme 
- it has been adapted to meet 
all their criticisms. The site is 
so well located that its owners 
feel that it is almost outside 
the property recession. The 
present near derelict condition 
of the site - at the heart of the 
City - should shame everyone 
into action. I recommend a 
visit to the Guildhall to see the 
revised model (from July 23) 
particularly as the exclusive 
group that runs the Architec¬ 
ture Foundation refused to 
include Paternoster In their 
recent “City Changes" exhibi¬ 
tion at the Royal Exchange. 
When will we have a gen uinel y 
catholic architectural culture? 



Iphigenie en Aulide 


Ataattlr Mufr 


Simon Abkarian and Juliana Cameiro de Cunha of the Theatre 
de Soleil in Les Abides, a tetralogy of Greek tragedies 


T he Theatre du Soleil 
seldom tours, ’• • ft 

performs at the Car- 
toucherie in Paris 
(near -the Chateau de Vin¬ 
cennes) and rarely anywhere 
else. Twentyone years ago its 
visit to London’s Roundhouse 
Theatre made a great impact 
Now the European Arts festi¬ 
val has brought the company 
for a week of performances 
(July 16-22) to perform Les 
Abides, a tetralogy of Greek 
tragedies - Euripides’s Iphi- 
gfriie en Aulide followed by 
Aeschylus's Oresteia trilogy. 
Robin Mills, has been espe¬ 
cially converted for the pur¬ 
pose to become the Cartouch- 
erie of the North. 

Excitement is high, and Iphi- 
geme e Aulide - on which I 
report here - was greeted with 
an ovation. To me, however, 
the great event of the evening 
was simply Robin Mills itself! 
A large foyer space, trans¬ 
formed into an astonishingly 
festive bistro, serves a splendid 
array of food and drink. The 
auditorium was abuzz before it 
was even half-full, and the 
news that it might grow very 
warm over 140 minutes (no 
interval) simply added to the 
anticipation. 

You will have guessed by 


now that the performance dis¬ 
appointed me. The Theatre du 
Soleil's director Arlane 
Mnouchkine has formed a 
vivid pop multi-culturalist per¬ 
forming style. Costumes, move¬ 
ment, music all show elements 
of numerous idioms. But if 
you’ve seen Kabuki theatre or 

Indian rinnrp or any of a dozen 

other styles recently, you can’t 
help seeing how merely cute 
the Theatre du Soleil's use of 
than is. Friends tell me that 
the company has changed; one 
chum who had been thrilled at 
the Roundhouse in 1971 said 
“They’ve forgotten everything 
that m ade them re m arkable." 
What saddened me most was 
that at the heart of this far- 
from-radical-now multi-cultur- 
alism was standard bad old 
French hammy acting. 

Euripides, by the way. has 
been rendered into throughly 
obvious parlance by Jean and 
Mayotte Bollack. No simulta¬ 
neous-translation derice is pro¬ 
vided and those with a mere 
smattering of French will need 
acme. The actors speak deliber¬ 
ately and in wretchedly short 
phrases. Characterisation and 
utterance are in no way origi¬ 
nal Iphigenie is white-voiced, 
doeeyed and cloying, Clytem- 
nestre switches from maternal 


excitement to distress with an 
overdose of larmes dans la 
vote, A i-hil I p is gauche, and so 
on. Some actors double roles, 
rather as' the Greeks did. hut 
here they just switch from one 
stereotype to another. 

Jean-Jacques LG metre and 
his assistants accompany 
everything - monologues, dia¬ 
logues and choruses - on a 
spectacular array of exotic 
instruments, but - once 
you’re past the fun of a few 
Oriental twangs and so on - 
it's dismaying how near to Hol¬ 
lywood his technique is. Those 
may have been Asian cellos, 
but the tremolando accompani¬ 
ment he produced from them 
for one tense moment after 
another was standard melodra¬ 
matic kitsch. The chorus dance 
but never with any of the 
rhythmic intricacy or impetus 
of the Greek lyrics. 

The pleasure of the evening 
come in its trappings: not just 
the foyer but also the bare 
wooden space itself, and the 
magnificently colourful cos¬ 
tumes, make-up and wigs worn 
by all. That’s the best side of 
French theatre for you. Too 
bad that the evening also 
showed the worst. 

Alistair Macaulay 


The Proms/Max Loppert 

Verdi Requiem 


O n Friday the 38th 
BBC Promenade 
Concerts season was 
launched with 
splashes of ceremony: the Prin¬ 
cess of Wales (vigorously 
cheered) and the Prime Minis¬ 
ter (cheered and booed) arriv¬ 
ing in the grand tier, Britten’s 
ingenious arrangement of the 
National Anthem to open the 
three-month festival, the 
Albert Hall brilliantly lit - the 
concert was being transmitted 
live on television and radio. 

A splashy send-off was 
deserved. Judged from the 
printed schedule, this sum¬ 
mer’s mixture of works and 
performers has been gauged by 
John Drummond, the Proms 
Director, with as much skill 
and cunning as ever. The open¬ 
ing evenings afforded a choice 
example of that scheduling 
skill - each filled, entirely or 
in large part, with one of the 
large-chorus, large-orchestral 
Proms staples that reach out to 
fill every comer of the great 
hall with exhilarating sound. 

On Friday it was the Verdi 
Requiem, in which the BBC 
Symphony Orchestra and BBC 
and LSO choirs were con¬ 
ducted by Andrew Davis; on 
Saturday, in a Royal Philhar¬ 
monic Orchestra concert of 
English music conducted by 
Vernon Handley, it was the 
Vaughan Williams Sea Sym¬ 
phony. sung by the Brighton 
Festival Chorus and London 
Choral Society. Neither concert 
lived up to its printed-page 


promise; nevertheless, the feel¬ 
ings of gladness that surge in 
every Prommer’s breast as the 
season begins, and gratitude 
for the largesse. Idealism and 
flair that continue to mark the 
whole enterprise, survived 
untarnished. 

The best thing about the 
Verdi was the unvaried excel¬ 
lence of the combined choirs: 
disciplined across an extraordi¬ 
narily wide dynamic range, 
sharp of word and pithy - but 
also appealingly delicate - of 
tone and line, never lapsing 
into the enthusiastic impreci¬ 
sion that so often afflicts Brit¬ 
ish choral groups in such cir¬ 
cumstances. The playing of the 
BBC orchestra was similarly 
controlled, but tended to point 
rather more clearly to what I 
sense were the limitations of 
Davis's approach. 

It was an expansive interpre¬ 
tation of the Requiem, sensi¬ 
tively and warmly felt, of a 
soft-focused, generalised kind. 
Movement followed movement 
in a mode of textural bland¬ 
ness; the Latin temperament of 
the music - the instrumental 
detail and singing line that cry 
out to be urgently seized and 
shaped for dramatic ends - 
was consistently smoothed out 
and petted down. 

The quality of the solo sing¬ 
ing did nothing to restore the 
balance. This was. indeed, one 
of the less well-assorted Verdi 
Requiem quartets in Proms 
history; it was capped by the 
American Susan Dunn, a 


soprano whose youthful vocal 
velvet, so beautifully demon¬ 
strated on records a few years 
ago, has got badly frayed in the 
alarmingly short time. 

The best thing about Satur¬ 
day’s RPO concert was Mr 
Drummond’s lively and affec¬ 
tionate post-interval tribute to 
the late Charles Groves, who 
should have conducted it The 
programme was unified by - 
to put it crudely - second-rate- 
rather than national iden¬ 
tity: Walton's wearisomely 
rogueish and cliche ridden Sca- 
pino Overture, Delius's mil¬ 
dewed, occasionally radiant 
Concerto for Violin and Cello 
(Tamsin Little and Raphael 
Wallfisch the admirably con¬ 
vinced soloists), and then the 
Sea Symphony in all its plod¬ 
ding predictability. 

Here likewise, an occasional 
moment of inspired invention 
comes to provide relief. But 
perhaps blame for the overall 
want of "lift” in the experience 
deserves to fall on the conduc¬ 
tor and his executants 
(hit-and-miss choir, meat-and- 
two-veg. orchestra) were 
responsible; 1 recall that when 
Bernard Haitink and the LPO 
revived this symphony, some 
years back, its horizons 
appeared far wider, its rhyth¬ 
mic energies far less four¬ 
square. At least the two solo 
singers, Joan Rodgers 
(soprano) and Simon Keenlys- 
ide (baritone), brought a touch 
of unfailing distinction to the 
proceedings. 


David Murray/Opera 

Almeida Festival 


B esides the two more 
spectacular pieces 
already reviewed 
here, the Almeida 
Opera Festival mounted a pair 
of smaller operas on Friday. 
They had nothing in common 
but their admirable pianist. 
Helen Crayford. One was a 
commission from the American 
composer Nils Vigeland; the 
other, a bright little farce 
which seems to have been so 
thoroughly ignored after Ernst 
Krenek wrote it in 1945 that it 
was copyrighted only in 1960. 

Vigeland’s False LovelTrue 
Love is a two-hander on a pair 
of scenes from Jane Eyre: first, 
Jane rejecting Rochester after 
their aborted wedding, and 
then her later return, when - 
reassured by his having 
become blind and crippled - 
she decides to marry him after 
all. Susan Bisatt made a sensi¬ 
tive. lyrical Jane; Meurig 
Davies’s ponytail and designer 
stubble looked right for Roch¬ 
ester, but his pitched tone was 
so dry and shallow that most 
of the role emerged in Sprechs- 


timme. 

As for the music.- Well: if 
the programme-book bad 
announced False LovelTrue 
Love as an experiment in 
adapting an 1885 piano trio by 
a minor French composer 
(somebody from the Chausson- 
Faure ACT’e’ circuit) for set¬ 
ting Charlotte Bronte's , we 
should all have believed it 
without question. The trio tin¬ 
kled and warbled away, bland 
and mild, and the vocal parts 
followed meekly. 

It all bad the pastel passion 
of a period chocolate-box lid. 
Presumably Vigeland really 
did write it himself - but one 
couldn't guess why. Caroline 
Gawn’s production, like Brad 
Cohen’s conducting, was ultra- 
discreet 

On paper Krenek's own 
comic text for What Price Con¬ 
fidence, about would-be marital 
infidelities, and his brittle pia¬ 
no-score (serial, I think, though 
lightened by friendly added- 
note chords), might seem to 
recall Schoenberg’s dire Von 
Heute auf Morgen. The recur¬ 


rent theme of "having confi¬ 
dence” here operates rather 
like the recurrent sneer at 
“roodeme Menschen" in Frau 
Schoenberg’s libretto. But Miss 
Gawn’s crisp, witty direction 
- making resourceful use of 
the basic set for the bigger 
Almeida operas - and Miss 
Crayford's impeccably 
sprightly piano lifted that 
curse altogether. 


With a first-rate quartet of 
husbands and wives doing 
their best to err (Angela Tun- 
stall, Rachael Hallawell. Geoff¬ 
rey Dolton and Kevin West), 
the piece was delightful 
beyond expectation. Neatly 
paced, not a minute too long. 
Krenek's music points and 
underlines the comic 
exchanges wryly and deftly. 
How sad that a staging so 
expertly prepared should get 
just a single performance! The 
Bronte confection was awarded 
a second showing on Sunday, 
but it should have been What 
Price Confidence. 


Autumn jazz at UCS 


The autumn series of jazz 
concerts at Univereity College 
School Theatre, Frognal. 
Hampstead, NW3, begins on 
Thursday September 24 with 
singer Marion Montgomery, 
accompanied hy the Laurie 
Holloway trio. 

American saxophonists Red 
Holloway and Harold Land 
appear on October 8 with the 
John Critchinson trio. 

Singer Elaine Delmar is in 
concert on October 15 along 
with saxophonist Duncan Lam- 
ont and the John Horler trio. 

Other musicians appearing 
before Christmas include Brit¬ 


ish saxist Danny Moss with his 
wife, singer Jeanie Lambe, on 
their annual visit from their 
home in Australia. 

Jelly Roll jazz 

The music of pianist/composer 
Jelly Roll Morton will be 
played by Martin Litton’s Red 
Hot- Peppers on Wednesday 
September 23 at the Elizabeth 
Hall in London. The concert 
starts at 7.45pm. 

Further details from Michael 
Webber. 19 Netherhail Gar¬ 
dens. London, NW3 SRL. 
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■ FESTIVALS 


AIX-EN-PROVENCE 

Aix this year sidesteps the 
Rossini celebrations and offers 
instead a cast of leading 
American singers in The Rake’s 
Progress, conducted by Kent 
Nagano. Samuel Ramey is Nick 
Shadow, Tatiana Troyanos Is 
Baba the Turk, Jerry Hadley is 
Tom and Dawn Upshaw sings 
Anne Trutove. This week's . 
performances are tonight and -. 
Sal (also July 28 and 30). 
Tomorrow and Fri (also July 26, 
29 and 31), Armin Jordan 
conducts Giorgio Marini’s new 
production of Don Giovanni with 
Andreas Schmidt in foe title role. 
The third opera on the 
programme is a revival of one 
of last year's succe s ses - 
Britten's A Midsummer Night’s 
Dream (Wed and next Mon). 
Theodor Guschlbauer conducts 
a Mozart concert tonight,, and 
William Christie directs Les Arts. 
Ftorissants in two Monteverdi 


programmes (tomorrow and 
Wed). Thursday’s Milhaud and 
Mahler concert is conducted by 
Nagano. Dmitri Hvorostovsky 
gives a song recital on Fri. Ends 
July 31. (16) 4217 3434. 


■ AVIGNON 

This year’s festival has a strong 
Spanish and Latin American 
theme. Llals Pasqual's 
compilation of Lorca texts, 
entitled Los Caminos de 
Federico, has its first 
performance tonight at the Cloitre 
des Carmes (repeated tomorrow, 
Wed and Thurs). 

Pier Paolo Pasolini's Calderon, 
adapted for the stage by 
Jean-Paui Manganaro and 
directed by Jean-Louis Martineili, 
opens on Wed at foe Salle Benoit 
Xif. 

A series of traditional Mexican 
dance programmes is being, 
presented every evening at 22.00 
at the Cloitre des Celestlns. Ends 
Aug 3: (90) 862443. 


■ BAYREUTH 
Scottish conductor Donald 
Runnlcles makes his Bayreuth 
debut in Tannhauser on Saturday, 
foe opening night of this year’s 
festival. German tenor Wolfgang 
Schmidt sings the title role and 
Tina Kfberg Is.Sisabefh. 

Wolfgang Wagner restages his 
1985. production. 

The first of three Ring cycles 

- foe fifth and final year of foe 
Barenboiite-Kupfer production 

- begins on'Sun. Parsifal and 
Derfliegende Hollander are also 
on the programme. Ends Aug 


28. (921) 20221. 


■ BREGENZ 

The festival opens tomorrow with 
Harry Kupferis new production 
of La Damnation de Faust in the 
Festspiefhaus, with David 
Kuebier in foe title role and 
Philippe Rouilton as 
Mephistopheles. Carmen Is 
revived on foe floating stage, 
and foe concert programme 
begins next Mon with a Bruckner 
and Zemlinsky programme 
conducted by Ulf Schirmer. Ends 
Aug 23. (5574) 4920 224. 


■ GLYNDEBOURNE 

The final performances in the 
old theatre are Death In Venice 
tonight and Wed, and The Queen 
of Spades on.Tues and Thurs. 
Alter foe gala concert on Fri, the 
theatre wilt be pulled down to 
make way for a new opera house, 
which will Open in 1994. (273) 
541111. 


■ MACERATA 

This year's operas are La 
travlata. La sonnambula and a 
series of Rossini one-acters. 
Gustav Kuhn conducts foe Verdi 
at foe Sfertsterlo on Sun and also 
foe Rossini productions, which 
open at the Teatro L Rossi on 
July 28. Mariella Devia heads 
the cast in the Bellini, which 
opens at the Sferisterio on SaL 
Ends Aug 11. (733) 230735. 

■ MONTPELLIER 

Tonight's performance is 


Handel’s oratorio Jeptha, 
conducted by Paul Dombrecht 
Jan Latham-Koenig conducts 
orchestral concerts tomorrow 
and Wed, with programmes 
ranging from Edward 
MacDoweli’s Second Piano 
Concerto to Poulenc and Milhaud. 
There is a big band jazz concert 
on Thurs, and a concert 
performance of Puccini's Edgar 
on Fri, conducted by Thomas 
Fulton. Elizabeth Connell sings 
Wagner arias on Sun. Next Mon: 
Gianfranco Masini conducts 
Alberto Franchetti’s 1892 grand 
opera Cristoforo Colombo. Ends 
Aug 1. (67) 616681. 


■SALZBURG 
This year's festival, under foe 
direction of Gerard Mortier, 
opens on Saturday with Mahler's 
Sixth Symphony by the Gustav 
Mahler Jugendorchester 
conducted by Michael Gielen. 
Peter Stein's Julius Caesar opens 
In the Felsenreitschule on Sun. 
The opening opera production 
is La clemenza di Tito, conducted 
by Rlccardo Muti (first night next 
Monday). The festival breaks 
ground by staging its first 
Janacek production (From foe 
House of the Dead conducted 
by Abbado, first night July 30) 
and introducing Peter Sellars 
to Salzburg to produce 
Messiaen's St Francolse 
d’Assise, with Jose van Dam in 
foe title role (first night Aug 17). 
Ends Aug 30. (662) 846682. 


■ SAVONLINNA 

The Savonlinna Opera Festival, 


set in the imposing surroundings 
of Olavinlfnna Castle in Finland, 
is celebrating its 25th 
anniversary. This year's new 
production of Fidelio (tonight and 
Thurs) is conducted by Leif 
Segerstam and staged by August 
Everding. Alda (tomorrow) has 
a cast of distinguished Finnish 
singers, including Matti 
Salminen. Die Zauberfldte, sung 
in Finnish, is another Everding 
production (Wed and Fri). The 
first night of Porgy and Bess, 
in a production by Opera Ebony 
from the US, is on Saturday (also 
July 28. 29. 30, 31). Soloists give 
a concert of negro spirituals in 
Savonlinna Cathedral on Sunday. 
Ends July 31. (57) 514700. 


■ SC HLES WIG 
HOLSTEIN 

The Lithuanian National 
Symphony Orchestra tours the 
region this week, performing 
works by Schnittke, Sibelius, 
Mendelssohn and Hummel, and 
ending with a popular 
programme of Rossini, Britten 
and Orff on Saturday at 
Hamburg's Derbypark Klein 
Flottbek. Choirs from Estonia 
sing works by Baltic composers 
tonight at Huaum. Evgeny Krssin 
gives a piano recital on Fri at 
Kiel. Weekend events include 
foe Hilliard Ensemble at 
Rendsburg and Itzehoe. and the 
King’s Singers at Nieblum. Next 
week: Rattle and foe CBSO at 
Kiel and Hamburg, plus Peter 
Schreier and Hermann Prey. 
Ends Aug 23. (431) 567080. 


■ TANGLEWOOD 

John Williams leads the Boston 
Pops Orchestra in its annual 
appearance at Tanglewood 
tomorrow. Baritone Sanford 
Sylvan sings Schubert's Die 
schone Mullerin on Wednesday, 
and there are three Boston 
Symphony Orchestra concerts 
at the weekend. The programme 
on Friday is Prokofiev's 
Alexander Nevsky, as 
accompaniment to Eisenstein's 
film. SaL Emanuel Ax plays 
Shostakovich's First Piano 
Concerto. Sun: Dennis Russell 
Davis conducts works by 
Beethoven. Mozart and Ravel, 
soloists including Alicia de 
Larrocha. Next week's guest 
conductors are Leonard Slatkin 
and David Zinman. Ends Sep 
1. Ticketmaster Boston (617) 931 
2000 New York City |212) 307 
7171. 


■ VERONA 

This year's operas at the Arena 
are Don Carlo. Aida. La boheme 

and Nabucco. Aida (tomorrow. 
Thurs and Sun) has a cast led 
by Sharon Sweet, Gail Gilmore 
and Nicola Martinucci. A new 
cast takes over next week. La 
boheme (tomorrow and Sat) has 
Alberto Cupido as Rodolfo and 
Lucia Mazzaria as Mimi. Don 
Carlo (Fri) has a cast led by Luis 
Lima. Renato Bruson and Marla 
Dragoni. Nabucco joins foe 
repertory on Aug 7. Lorin Maazel 
conducts Porgy and Bess on Aug 
24. with Simon Estes and 
Wilhelmina Fenandez in the title 
roles. Ends Aug 30. (45) 590109. 


European Cable and 
Satellite Business TV 

(all times CETl 

MONDAY TO FRIDAY 
CNN 

2000-203D, 2300-2230 World Busi¬ 
ness Today - a joint FT .‘CNN pro¬ 
duction with Gram Perry and Cohn 
Chapman 

Super Channel 

0330-0900 (Mon) FT East Europe 
Repo rt - weekly maepth analysis 
Irom FTTV 

2130-2200 iTues) Media Europe - 
whal's new in European media 
business 

2130-2200 (Wodt FT Business 
Weekly - global business ropon 
with James BeNim 
0830-0900 iThursl Media Europe 
2130-2200 iThursi FT Eastern 
Europe Report 

0830-0900 (Fri I FT Business 
Weekly 

Sky NOS 

0130-0200 IMoni. 213 0-2 JOD 
(Thurs). 0630-0600 iFril FT Busi¬ 
ness Weekly 

SATURDAY 

CNN 

0900-0930 World Business This 
Week ■ a joint FT.'CNN production 
1900-1930 World Business This 
Week 

Super Channel 

1930-2000 FT Eastern Europe 
Report 

SUNDAY 

CNN 

1030-1100. 1300-1630 World Busi¬ 
ness This Week 

Super Channel 

1800-1830 FT Business Weekly 
Sky Ate 

1330-1400. 2030-2100 FT Business 
Weekly 
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Bush and the 
comeback kid 


T he cream of Italian busi¬ 
ness and finance was 
seduced Into rising at 
the crack of dawn last 
month by the prospect of 
a day on board the British royal 
yacht. Britannia, with the excuse of 
a conference on privatisation. 

After being welcomed with 1950s 
tunes from a Royal Marines' band, 
the audience was given a hard- 
nosed sell of the City of London’s 
services. The arguments were 
impeccable; Italy possessed the big¬ 
gest state sector in Europe and an 
impossibly large budget deficit - 
ergo, privatisation was the most 
effective means of reducing the role 
of the state and releasing resources. 
The City was there to help. 

At one stage, however, a distin¬ 
guished Italian financier very 
politely said that the gentlemen 
from London were wasting their 
time. Things were different in Italy, 
and privatisation an unreal dream. 

Yet now the new government has 
unexpectedly placed privatisation at 
the top of the agenda. “I am creat¬ 
ing a machine that will be forced 
towards privatisation, ” Prof Giuli- 
ano Amato, the Socialist prime min¬ 
ister, told the FT last week. 

Since then, the four principal pub¬ 
lic entities - EH, the main state 
holding company, ENL the national 
oil concern, ENEL, the electricity 
authority, and IN A, the insurance 
institute - have been converted 
into joint stock companies under 
the tutelage of the Treasury. In turn 
two super-holdings are being set up, 
with the Treasury as the initial 
shareholder, which will house these 
four entities and other state assets, 
principally the banking groups BNL 
and IML 

The two holding companies, with 
initial assets of LGO.OOObn (£27.7bn), 
will be responsible for what could 
become the biggest state sell-off in 
the European Community. Cer¬ 
tainly, the prime minister intends 
to change radically the corporatist 
culture of a benign state subsidising 
industry and deeply involved in 
every aspect of economic life, which 
has been a feature of the country’s 
development since the early days of 
Mussolini in the 1930s. Already, 
RFim, the third-largest state hold¬ 
ing, with 37,000 employees and 
activities that span aluminium, 
aerospace, defence and transport, 
was last Friday put in the hands of 
a special administrator charged 
with winding it up. 

“You begin by saying you are In 
year zero, and you should reduce 
the role of the state as much as you 
can,” says Prof Amato. The Organi¬ 
sation for Economic Co-operation 
and Development estimates that 
Italian state-controlled companies 
employ 15 per cent of the non-agri- 
cultural labour force, and account 
for 20 per cent of added value and 
25 per cent of fixed investment, 
while the state also controls two- 
thirds of the banking system. 

In spite of growing pressure from 
EC partners and the deteriorating 
state of public finances, the previ¬ 
ous Andreota government dithered 
over such a move for nearly a year 
and, only three weeks ago, was 
talking of limiting the change to 
ENI, giving the group 60 days to 
complete its change of identity into 
a joint stock company. 

The Amato government has 
moved so fast and kept Its plans so 
tight that the managers of the com¬ 
panies concerned were largely in 
the dark. According to Prof Giu¬ 
seppe Guarino. the industry minis¬ 
ter and one of the leading figures in 
the privatisation plans, there are 
two principal lines of action. 

The first is to provide the govern¬ 
ment with room for manoeuvre, free 
of the political parties. This 


MR ROSS Perot has done a double 
service to his country. His cam¬ 
paign for the White House demon¬ 
strated the depth of dissatisfaction 
felt by many Americans about 
their political system and thus 
gave a salutary shock to both 
main parties. But his timely with¬ 
drawal has also removed an ele¬ 
ment of confusion. It would have 
been ironic if Mr Perot’s populist 
campaign had taken the ultimate 
choice of tbe next president away 
from the voters and placed it In 
the hands of politicians. 

A Perot presidency would cer¬ 
tainly have been a great disap¬ 
pointment to his supporters, 
because the premise on which his 
campaign was based is wrong. 
That premise was that there are 
simple solutions to America’s 
problems, and that all that is lack¬ 
ing for the application of those 
solutions is competent leadership. 
Such a perception is common 
among people looking at politics 
from the outside, especially per¬ 
haps from the world of business. It 
neglects the fact that in a democ¬ 
racy those who take decisions in 
the general interest face coalitions 
of those who believe their particu¬ 
lar interests are being damaged. 
Overcoming this problem is the 
essence of political leadership. 
Effective leadership is unlikely to 
come from a man who denies the 
existence of the problem. 

It is somewhat odd that Mr 
Perot, having decided to with¬ 
draw, should now encourage his 
followers to keep his name on the 
ballot and remain in being as an 
organised pressure group, seeking 
to influence the main parties. To 
do that they will have to draw up 
a programme and stress the 
importance of specific policy posi¬ 
tions. precisely what Mr Perot 
himself refused to do. 

A campaign focused on policy 
issues would, however, be a wel¬ 


come change. In theory it should 
now be possible. There is a dear 
choice between two candidates. 
They do not represent utterly 
opposed political philosophies. On 
tbe contrary, both represent the 
moderate wing of their respective 
parties, and therefore should In 
theory be well placed to compete 
for the middle ground. Mr Clinton 
seems to have made a shrewd 
move in breaking with convention 
and choosing a vice-presidential 
candidate close to him both politi¬ 
cally and geographically, thereby 
stressing that the new orientation 
of the Democratic party reflects 
more than a temporary balance of 
forces within the party. 

But the two candidates do differ 
in their priorities, and the cam¬ 
paign should help to clarify that 
On issues ranging from taxation 
through health care and the envi¬ 
ronment to the type of judge nomi¬ 
nated to the Supreme Court, it 
will make a significant difference 
which of them occupies the White 
House for the next four years. 

On Mr Clinton’s side is the argu¬ 
ment that the Democrats are 
almost certain to retain control of 
both houses of Congress, and that 
a Democratic president may there¬ 
fore stand a better chance of 
breaking the deadlock on tbe fed¬ 
eral budget. On Mr Bush's side is 
his much greater experience of, 
and interest in, international 
affairs. Although happily Mr Clin¬ 
ton, unlik e Mr Perot, Is not chal¬ 
lenging the US's basic commit¬ 
ment to free trade and to a leading 
role in global security, foreigners 
will worry lest these matters get a 
lower priority. On the other hand 
effective DS action to address its 
most acute domestic problems is 
not an alternative to, but in the 
medium term a condition of, its 
remaining an effective super¬ 
power. World leadership begins at 
home. 


National Savings 


FRIDAY’S decision by 
Cheltenham & Gloucester, the 
UK's sixth largest building soci¬ 
ety, to raise its mortgage interest 
rate from 10% to 10.99 per cent' 
was a shock. But this modest 
increase was not really so surpris¬ 
ing. Nor can it be blamed simply 
on mistaken policies towards 
National Savings. While the Trea¬ 
sury may have made a tactical 
error, it is its strategic problems 
- the fiscal deficit and the rates 
of interest set by Germany - that 
matter most 

The official forecast for the pub¬ 
lic sector borrowing requirement 
this financial year is £28bn. With 
little, if any, economic growth in 
prospect this year, the PSBR is 
likely to be larger, perhaps as 
much as £35bn, or 54 per cent of 
gross domestic product. To put 
this sum in context, the Treasury 
expects to collect only £40bn from 
value added tax in 1992-93. 

How can the government avoid 
crowding out other borrowers, 
when its own needs are so large? 
It cannot. It can only choose 
whom it crowds out and how. 

The government can, and 
should, underfund the PSBR. In 
other words, it should finance as 
much as possible by selling bills to 
banks rather than gilts to the pub¬ 
lic. This policy would have three 
merits, apart from disposing of the 
arbitrary full-funding rule: first, it 
would expand broad money, which 
has been growing too slowly; sec¬ 
ond, it would tend to raise 
short-term rates of interest, so 
strengthening sterling, relative to 
long-term rates of interest, so 
facilitating corporate borrowing; 
and third, it would reduce the 
amount of long-term borrowing at 
nominal rates of over 9 per cent A 
government that believes inflation 
will soon be 2 per cent should 
either borrow short term or via 


index-linked securities. 

Yet by raising short-term rates 
of interest, underfunding would 
exacerbate the consequences for 
mortgage interest of the Trea¬ 
sury’s desire to fund part of its 
deficit via direct sales to the pub¬ 
lic. From the point of view of the 
building societies, the government 
is succeeding too well In the first 
quarter of this financial year, 
National Savings raised £L5bn, as 
against £3.1bn in the whole of last 
year. Last month’s net outflows 
from the building societies, at 
£315m. were the second biggest 
ever. 

The launch of First Option, a 
one year investment at a gross 
interest rate of 10.34 per cent, is 
making things worse. This rate of 
interest is higher than that offered 
by most building societies, but it 
is not out of line with the markets. 
Nor would borrowing equivalent 
sums in the wholesale market pre¬ 
clude pressure on the building 
societies via the interest that 
could then be offered by banks. 

Not using National Savings so 
aggressively would certainly be 
more tactfuL But an upward drift 
in mortgage rates relative to 
money market rates, is probably 
inevitable, In any case. A mort¬ 
gage interest rate of 10% per cent 
only makes sense if the risk is 
impeccable. But mortgages are no 
longer impeccable risks. 

With the government an aggres¬ 
sive competitor of the home-pur¬ 
chaser as well and sterling’s credi¬ 
bility now in doubt, mortgage 
interest rates are bound to be 
under pressure. Underfunding, 
though desirable, would make this 
pressure still greater. The govern¬ 
ment might minimise the extent 
to which it is identified as a direct 
competitor of the house buyer. 
But there is not much it can do 
about the fact that it is. 


Labouring on 


THE NEWLY elected leader of the 
Labour party, Mr John Smith, 
sounds remarkably like a man 
who believes that with just a little 
extra effort on the part of the 
opposition the Conservatives will 
be dismissed at the next general 
election. His acceptance speech on 
Saturday had the tone of a “one 
more heaver", a man not yet 
ready to entertain the sweeping 
changes that will have to be made 
if Labour is to fulfil Its primary 
function of acting as an electable 
alternative government 
Mr Smith did of course talk of 
change. He touched on many of 
the issues of immediate concern to 
the would-be reformers in his 
party. Labour must appeal to 
women, he intimated. It must 
attract the green vote and also 
address itself to poverty in the 
developing countries. Constitu¬ 
tional reform will be high on his 
agenda. There will also be reform 
of the internal workings of the 
party, which he accepts can no 
longer be based on the exercise of 
the block vote by trade unions. He 
projected himself as an Interna¬ 


tionalist. a good European, leader 
of a party committed to the social 
chapter rejected by Britain at 
Maastricht Perhaps most promis¬ 
ingly for Labour's future chances, 
he proposed to speak for all the 
opposition parties, plus disgrun¬ 
tled Tories. 

Thus the desire to broaden the 
base of his party's support is 
clearly there. What is missing is 
evidence that Mr Smith under¬ 
stands how to set about this 
daunting task. His appeal to the 
altruism of middle-class voters 
reflects a genuine moralistic 
streak within the Labour move¬ 
ment, but the truth is that suc¬ 
cessful political parties nearly 
always reflect the interests of par¬ 
ticular groups of supporters. 
Labour’s traditional working-class 
base is steadily shrinking. It has 
yet to make headway in the south 
of England. It must find new ways 
of appealing to the middle-classes. 
Nothing that Mr Smith said on bis 
first day as leader gives reason to 
believe that Labour is ready thus 
to reposition Itself in the market¬ 
place of British politics. 


Privatisation has suddenly been put Jit the 
top of the agenda, says Robert Graham 

The Italian 


auction 





explains the control of the state 
entities being placed in the hands of 
the Treasury ministry technicians. 
Until now toe boards of state com¬ 
panies have been appointed through 
deals struck by the leaders of tbe 
parties in government, to ensure 
that their own party patronage is 
taken care of. 

In tandem with removing control 
from the party bosses, tbe govern¬ 
ment needs to obtain quick finance 
to plug the widening 1992 budget 
deficit equivalent to more than 10.5 
per cent of gross domestic product 
To this end, the two super-holdings 
will issue convertible bonds or war¬ 
rants to be underwritten by a con¬ 
sortium of banks. A 45 per cent ceil¬ 
ing has been placed on private 
ownership of the holdings. 

But Prof Guarino insists no cell¬ 
ing has been placed on the sale of 
shares in the operating subsidiaries 
of those companies in the two hold¬ 
ings. He also adds that no sector is 
sacrosanct The finances of the com¬ 
panies are so parlous that a large- 
scale divestment may well be neces¬ 
sary. The resultant pattern of own¬ 
ership may be incompatible with 
the government's desire for a ger- 
manic model of commercial bank 
influence over the corporate 
sector. 

The prime minister himself says 
the bottom line is quite simply that 
the state has no more money to 
offer the long list of companies in 
need of recapitalisation and debt 
relief - and even if it had, the EC 


Samuel Britt an 


would not permit old practices of 
state subsidy and grant 
The second aim is to buy time in 
which to reorganise the existing 
operating companies under the 
holdings and to decide a rational 
order of sell-offs. Prof Guarino 
recognises that this win take about 
three years because it will entail 
issues of industrial strategy and 
reorganisation, plus tackling the 
complex question of debts. CRTs 
debts alone are now close to 
LeO.OOObn. 


T his process of reorgani¬ 
sation-need not interfere 
with existing plans for 
flotations of companies 
and banks held.by ffil 
and ENL For instaru-a hits telecom¬ 
munications holding, Stet, has 
begun to cut its stake in Sip, the 
telephone utility, to obtain funds. 
ENI is at an advanced stage in pre¬ 
paring to sell tranches of Agip and 
Snam, its oil and natural gas units. 

The immediate task is to deckle 
who will manage the super-holdings 
and the nature of their respective 
boards. “To be credible, we will 
need to see competent people who 
can demonstrate they are not pup¬ 
pets of the parties," said a foreign 
merchant banker. 

The government also has to 
decide quickly on the composition 
of these two holdings. Should ENI 
and ENEL be placed together , as a 
single energy-based super-holding 
group, or should it include DU; and 
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State control of television, the air- 
, 4 . 0 f- lines.^railways and the b^J^sys- 

It 3X LllC tem have permitted formidable 
■ , patronage. Yet with a fragmented 

ll JffTI party system, a revolt oE the elector- 

IdlKUU atein ihe north in favour of dean 
government and better services, the 
political side of Prof Amato’s prob- 

t lems may be lesser than they 
.. appear at first glance. 

' More complex are Issues of man¬ 
agement and industrial relations. 
Privatisation brings into play the 
whole question of industrial reia- 
fcibns which perforce must challenge 
overmanning, illogical distribution 
I I of plant and unnecessary factories. 

A. -L KmJ Overmanning could be as high a3 20 

per cent in the public sector. Indus- 
• trial peace meanwhile has been 
. 4 - . • bought until now by a combination 

:* of generous pensions, well-paid lay¬ 

off, padded payrolls and politically 
directed investment The threatened 
closure of a factory whether in the 
private or public sector provokes a 
chorus of protests and almost inevi¬ 
table backtracking, especially in 
vote-sensitive areas like tbe south. 

O ver the past decade 
industry has lost 
778,000 workers, but 
these have been cov¬ 
ered either by early 
retirement or by moving into ser¬ 
vices. However, the slowdown of the 
past 18 months, greater competition 
and higher costs have put at least 
200,000 jobs at risk, according to 
CGIL, the main union confedera¬ 
tion. 

The union leadership recognises 
. that the old forms of militancy no 
. longer, have much currency among 
- Us members and that Italy is enter¬ 
ing a new climate of industrial rela¬ 
tions. Much therefore depends on 
the outcome of tripartite talks with 
the employers and government, cur¬ 
rently in progress on a new struc¬ 
ture for wages and employment 
' Finally, there is the domestic 
finnnrfai market Currently, 75 per 
cent of savings are in Treasury 
paper, financing the debt So long 
as interest rates are high and tax 
breaks are favourable to Treasury 
-bonds, the public has little incen¬ 
tive to buy shares in privatised 
- . companies, especially when Italy 

should the second proposed super-. has such a poor record of protecting 
holding group comprise^exclusively / minority shareholders. The stock 
banking and financial- interests, ie market itself is a victim of the pub- 
INA’s insurance activities, along, lie's propensity to buy Treasury 
with the Treasury-controlled bank- bonds, but it Is also small because it 
ing organisations BNL and IML ' - has failed to modernise and encour- 

Logically this broad- division into .- age Italian private companies to use 
energy/industry and financial/bank- the bourse, 
ing would necessitate driving off The market’s capitalisation is 
IRFs huge banking and financial only $l25bn, one-eighth that of Lon- 
interests. This division- by. activity don. Launching even one large 
could also enable .privatisation .to .issue like that of the bank San 
proceed.more rapidly, especially as Paolo di Torino for Li,525bn earlier 
the banking sector is better placed this year poses enormous problems 
than other sectors foe isell-ofF (some in drumming up investor support 
areas of the banking sector have This suggests that the government 
already been privatised). ; -iV- _ has to give priority to sp ring up 
Tbe sceptics still remain to be con- * modernisation of the financial sys- 
vinced that, the govgrzraieHtlias not tem as a whole - not least to 
bitten off more than it can (hew. encourage international investment 
Their objections sire part political, which will be needed to absorb a 
part fina n c ial. Thua-state Invest- sizeable slice of the privatised offer- 
memf - ah : Important ihstniment' • - mgs. The international financial 
for development, -especially in' the community has to be given inceh- 
eco nomic ally depressed south - fives to buy into Italian stocks, both 
has often been determined by polit- through greater freedom to operate 
ical factors. By contrast ENI has on the ground and through attrac- 
grown up under the entrepreneurial five guarantees of what is on offer, 
ethos of the late Mr Enrico Mattel, Take the example of ENEL, the 
whose skills demonstrated that electricity authority. Foreign 
energy-dependent- Italy could groups have shown great interest in 
develop a dynamic state company its potentiaL But at the moment 
capable of securing a portion of nec- tariffs are blocked, and the first 
essary oil and gas supplies through thing investors are demanding to 
innovative exploration and produc- know about a new ENEL is its tar- 
tion deals overseas. - if& structure^ because only on this 

The po litician s have also -come to measure can they base yields, 
rely upon generous state benefits as The task ahead is thus a mine- 
a means of ensuring social 'consen- field of difficulties and the initial 
sus as well as funding large party positive moves will need to flesh 
machines that In turn deliver votes, out a flimsy framework. 


Don’t look for gurus 


Anyone foolish 
enough to look on 
f X® British economists 

il at as gurus should 

have been thor- 
oughly disillu- 
sioned by the con- 
tributions of eight 
HLJL-jflii economists pub¬ 
lished in the FT on 
Saturday on whether leaving the 
European Exchange Rate Mecha¬ 
nism would "help Britain". 

Of these, three said “yes", four 
said “maybe", and one, Peter Spen¬ 
cer of Kleinwort, was brave enough 
to give a forthright “no", saying 
that if the UK left the ERM. over¬ 
seas investors would “find it diffi¬ 
cult to believe the word of the UK 
government In the future". 

I am not so concerned about the 
three downright “yes" answers. Pat¬ 
rick Minford has always opposed 
the ERM, and Wynne Godley at 
least the hard counterinflationary 
version. I am more concerned about 
the four “maybes". Two of these 
concentrate on predictions rather 
than giving their own opinion and 
are mainly anxious not to be caught 
oy by events. Another says the UK 
was right to join in 1990, but should 
soon contemplate departure. 

One “maybe". David Currie, of 
the London Business School, comes 
near in his admittedly very sum¬ 
marised Financial Times contribu¬ 
tion to advocating an alternative 
package of devaluation plus deep 
public spending cuts and an Inde¬ 
pendent Bank of England, the day 
after he had a letter in The Times 
cogently attacking the antt-ERM 
Liverpool Six. It is, of course, 
extremely unlikely that the govern¬ 
ment would make the Bank inde¬ 
pendent if it were forced out of the 
ERM. (One wit in that institution 
asked me: “Would an independent 
Bank be able to rejoin the ERM?") 

I am reminded of the famous pro¬ 
test by 364 economists after tbe 1981 
budget. They aU agreed that there 


were alternatives to government 
policy, but did not dare say what 
they were, lest their apparent unity 
crumbled. Some of them indeed 
advocated joining the ERM! But you 
can take it that almost any imagin¬ 
able economic policy - certainly 
one pursued by a Conservative gov¬ 
ernment - would have a majority 
of British economists against it. 

There is a case for Oeating rates 
and a case for a quasi-fixed rate 
arrangement, like the ERM. The vir¬ 
tues of both systems, as of macro- 
economic policies in general, are 
much exaggerated. But what is 
truly contemptible is the British 
habit of not being willing to stay 
with any set of policies, even for a 
short time, without hankering after 
another panacea. 

What is it fundamentally that pre- 

What is contemptible 
is the British habit 
of not being willing 
to stay with any 
set of policies 

vents the economy moving towards 
a full employment equilibrium with¬ 
out inflation? The answer of Keynes 
was that the rate of interest got 
stuck at too high a level That may 
have had some validity in the defla¬ 
tionary years of the Great Depres¬ 
sion in the early 1930s. Unfortu¬ 
nately, It was wrongly assumed to 
be true by a large part of tbe post¬ 
war economic establishment when 
the price that has been out of kilter 
has been that of labour. 

In what conceivable sense are we 
in a deflation or depression, when 
the national income in money terms 
is rising by some 5 per cent per 
annum or more, as it is in most 
industrial countries, and when a 6% 
per cent rate of earnings increase in 
file UK after nearly two years of 
felling output and employment is 


regarded as a triumph of modera¬ 
tion? Instead of speaking as if some 
exchange rate regime, other than 
the one we happen to be in, was the 
clue to prosperity, economists could 
more usefully investigate why busi¬ 
nesses are so keen to cat employ¬ 
ment, but so reluctant to cut pay 
and prices at the slightest sign of 
trouble. It would be refreshing if 
devaluationists began their exposi¬ 
tions by explaining that their 
favoured measure works, if it works 
at all, by reducing real wages. 

If any country has the right to 
complain of high real interest rates 
imposed by the Bundesbank it is 
France. That country has a genu¬ 
inely lower rate of inflation Hiari 
Britain - 3 per cent, compared with, 
an underlying 4.7 per cent - and 
therefore correspondingly higher 
real interest rates. Yet, British opin¬ 
ion takes a lead in the grumbling. 

For Britain even to contemplate 
departing from the ERM while 
France remains is simply ann thw 
instance of the devaluation urge, 
which has brought the pound from 
DMll in the mid 1960s to under 
DM3 today. Each time sterling fell, 
there was a plausible short-term 
rationalisation, but the end .result 
has been a much higher rate of 
inflation than Germany with no off¬ 
setting gains in output and jobs. 

I am constantly being asked if 
there are any circumstances in. 
which it might be right to leave the 
ERM, and, if I give the honest “yes" 
answer, to say by what date I would 

contemplate leaving. Such an 
approach would most likely lead to 
throwing in the towel,'just before 
subsequent statistics show that the 
country was beginning to come out 
of recession. 

There are alternatives to sticking 
with it, but they are a great deal 
worse. If you want a long-term 
view, do hot ask a sample of econo¬ 
mists; still less a sample of those 
who have made their names famil¬ 
iar to a wider public. 
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Alan Cane and Louise Kehoe examine the benefits and pitfalls 
to customers of greater competition among PC manufacturers 


M ore than a decade 
after the first per-, 
sonal computers 
'were soldered 
together in garages. It. is still 
possible to btxfld yotu* own. A 
video- cassette available 
through the pages of personal 
computer mflgagln« BtpMM 

how to build a professional-' 
quality personal computer 
from readily available parts* 
The do-it-yourself approach 
is symptomatic of a. broader 
trend among customers from 
all sizes of «wip»ny to choose 
a personal computer (PCD on 
price alone rather than brand 
name or maker's reputation. 

Take, for example, Mr Tom 
Nelson, president- of Control 
Manufacturing of Napa, Calif¬ 
ornia, a supplier of industrial 
control and monitoring 
systems. He uses personal com¬ 
puters extensively in his busi¬ 
ness and buys six to eight a 
month for his customers. “We 
have switched over the past six 
months from buying exclu¬ 
sively IBM and Compaq [the 
high-price aristocrats of the PC 
business] to clone makers like 
Dell, Compuadd and AST.” 

Clones make PCs function¬ 
ally identical to IBM ones but 
they sen more cheaply by shav- - 
ing profit marglrig tmrt holding 
overheads to a minimum 
“It used to be that for a big 
job, the difference between an 
IBM or Compaq and a dome did 
not matter. It was a few hun¬ 
dred dollars in a fUXMWp con¬ 
tract When the price differen¬ 
tial got to ^ per cent, it made ■ 
a big difference and our cus¬ 
tomers started asking for 
clones, H said Mr Nelson. 

His comments are graphic, 
evidence of the unprecedented 
decline in the cost of personal. 
computers. In the past 12 
months alone, the selling price 
of PCs has fallen by between 25 
per cent and 45 per cent. The ' 
trend is befog driven by com¬ 
panies such as Dell Computer, 
the pioneer in selling “aff-the- 
page” .(mall order), and a myr¬ 
iad of computer assemblers 
operating in the Far.EasL Now, 
IBM and Compaq are being ■ 
forced to follow suit 
A Compaq computer which 
sold for £2,495 ip the UK a t year... 
ago now sells for £t398.-The 
company had never sold a 
machine costing less than 
£1,500 a year,ago; now, its 
cheapest computer costs £550. 
US prices are even lower. 

The specification of mach- - 
foes on offer at cheaper than 
£1,000 is extraordinary. The . 
basic offering from the UK 
maker Elonex includes a high- - 
performance microprocessor 
(33MHz 386SX), vast storage 
capacity (50MB hard disk and. . 
2 MB of random access mem¬ 
ory), colour monitor, together 
with mouse, windows and disc 
operating system (Dos). Ail of 







this was state of the art a year 
ago; now it can. be had for a 
mere £795 ^tns VAT. 

.In spite Of prices felling for 
two years, toey still have some 
way to drop. Manufacturers 
trying desperately to match 
overheads to declining sales 
revenue, and dealers strug¬ 
gling with the narrowest of 
margins, are despondent: “it is 
getting worse by the week,” 
said . Mr David Southworth, 
managing director of PAP, one 
of the UK's hugest distribu¬ 
tors. “The volume is .not 
there." .- 

" Customers should benefit 
from the new low prices, bat 
the equation is —__;_ 


US corporate benefits consul¬ 
tancy, agrees: Trice is not the 
main fesne. We wane some¬ 
thing that works and we do not 
want to-buy from a company 
that will not be around in a 
year or so. 

“Price declines are great for 
corporate customers but every¬ 
body cannot compete on these 
terms and there Is going to be 
a shakeout" 

. The more sophisticated cus¬ 
tomers fear that if prices con¬ 
tinue to fell, the big manufac¬ 
turers will be forced to cut 
spending on research and dev¬ 
elopment, so prejudicing the 
development of the next gener- 

___ ation of PCs. 

iniinnp to But lower 


2S jSSft ■ K Prices continue to But lower 

ratedthanthat,. prices are pro¬ 
makers and ' - lallj me big mntiTig signifi- 

deaiers insist, manufacturers may ? ult cbanges ® 

Computers may • . , _ . ., . , • . buying policies, 

command com- be forced 10 CQt - Large o rganise- 

“°*ty ***“» spending on R&D . _ tio “ s with 

bat they are not in-house com- 

yet commodity puting depart- 

items.. Selection and installs- 


meats .feel comfortable taking 


tfon of the right software .can . an responsibility for develop- 
be-compteK.Operatiefl.is rarely: fog and maintaining their 


straightforward. Setting up 
even the simplest network of. 
interlinked computers requires 
expert skills. 

The price of PCs«ravention- 
-ally contains an element to 
help pay for all this technologi¬ 
cal support Customers paying 
the hare minimum for a done 
-of an IBM system trill have 
none of these benefits and may 
have to pay through the nose 
to get the best out of their 
systems, the. argument goes. 

Confirmed'. Compaq cus¬ 
tomer, Mr Glen Sandusky, of 
Miller, Mason and Dickenson, a 


systems and are Increasingly 
buying on price alone. 

- Mr Roger Wells, administra¬ 
tion manager for the UK engi¬ 
neering group Brown, Root for 
example, believes his company 
Is one whose new buying pedi¬ 
cles have helped persuade IBM 
and’ Compaq to take the low- 
cost route. As prices have 
fallen, so the . company has 
moved from rental to purdiase. 

“We now see PCs entirely as 
commodities,” Mr Wells said. 
“We are even thinking of aban¬ 
doning third-party mainte¬ 
nance. H a machine fails we 


Observer 


All the 
Prezza’s men 

■ Don’t write off board of 
trade president Michael 
Heseltine’s plans to revitalise 
his domain. Although Norman 
Lament scrapped the National 
Economic Development Office 
rather than hand it over to 
Hezza the Prezza, close 
onlookers dismiss Westminster 
gossip that he has had his 
wings dipped. 

Instead. Heseltfoe's 
authority in cabinet has been 
reinforced by a request from 
John Major that be join 
Douglas Hurd in an autumn 
drive to rally Tory waveners 
cm Maastricht . . 

Moreover, back at his 
department Hezza Is 
assembling a phalanx of legal 
Officials and hi gh-cfllfhr e . 
imports to show he doesn't 
need Treasury money to _ 
expand his power base. 

The choice of Walter Eltis 
as his chief economic adviser 
should not put people off the 
scent It is one of the less 
exciting of a string of 
appointments designed to beef 
up the department's Whitehall 
clout . . 

Geoff Robinson, former IBM 
senior advisor, has been 
chosen as chief adviser on 
science and technology at the 
head of a specialist team. Sir 
Peter Levene, a chum from. 
Hezza's defence days and an 
aide to Major on.the Citizen's 
Charter, has returned to give 
general - albeit impair! — 
advice. 

Alistair MacDonald is back 
from defence procurement as 
chief of the new sectoral 
working groups. The industrial 
competitiveness division - 
also central to the 
department’s strategy to 
become industry's voice in 
Whitehall ~ is to be run by 
Bob Dobbie, returning to 
Whitehall after a speB.on 
another project dose to 


Heseltfoe’s heart - the 
Liverpool Task Force. 

A ftntber muscular 
mandarin is being brought 
back from the US to 
reinvigorate the trade 
promotions office, and if Eltis 
stfil has any mates left at 
NEDO some of them may still 
be offered jobs. 

Diverse though the . . 

appointments are, the inside 
buzz is that thenew recruits 
have two thing s in common. 
First, they are “doers" with 
direct experience of their . 
events’ interests. 

Second, and more important, 
they're all tin president’s men. 


Objets perdus 

■ The grandly-named Russian 
Ministry of Security is trying 
to prove to its co untr y m en that 
■ it has utterly renounced its 
pastas the KGB and is now 
really looking after their 
interests. Hence it has helped 
to or ganis e an exhibition of 
cultural contraband: Russian 
works of art confiscated by 
the KG... - sorry, security 
ministry’s officers from people 
attempting to spirit them out 
of the country illegally. 

Th« offic ial Htk» fg that the 

attempted smuggling - which 

sharply during the 

1980s - was mainly the work 
of international gangs of 
professional smugglers, 

robbing Russia of woxks of art 

to them abroad. But there’s 
evidence to suggest that many 
of the “smuggled” goods were 
the private property of 
emigrants, rather than stolen 
goods for sale. 

Either way, the result is a 
fine, if eclectic, collection of 
icons, rare books, paintings, 
jewellery and other ofyjets d'art. 
The only snag is tost no 
catalogues are available. 

There should have been, 
because a craple of years back 
a Western businessman offered 
to produce some free of charge, 
and the delighted organisers 




* *** ** 
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Tfs the number of 
. jcj.-: lost” 

duly handed him the necessary 
photographic and 1 written 
materiaL Alas, nothing was 
ever delivered. 

But that wasn’t the 
organisers’ fault. How could 
they have known it wasjust 
another empty promise from 
the late Robert Maxwell? 


PM nabs ex-PM 

■ Lady Thatcher has never 
been noted for her sensitivity 
blit even she must have 
realised that the idea of a 
former British PM working 
for tobacco group Philip Morris 
would leave some people 

gasping. After afi, Philip 
Morris sold 6401m cigarettes 
last year, nearly 12 per cent 
of the world total and is 
second only to the Chinese 
monoply in what the 
anti-smoking lobby says is a 
lethal business. 

Lady Thatcher's office was 
doing its best to limit the 
damage yesterday, 
nm pha<H«ing that Philip MOITIS 

wasalso a purveyor of food, 
beer and other beverages, and 
that no contract had yet been 
signed. If a deal was done, 
however. Lady Thatcher 
“would give ad hoc 


win repair it with parts canni¬ 
balised from another." A for¬ 
mer IBM and Compaq user, the 
company, would be happy to 
buy clones, be said. 

Barclays. Bank, one of 
Europe’s largest PC buyers, 
has also changed purchasing 
policy as prices have fallen. Mr 
Toby Broome, head of purchas¬ 
ing, says it is-no longer pre¬ 
pared to buy at discounted 
rates only for volume pur¬ 
chases. “We want the same 
price whether we are buying 
one PC or 1000. And we are 
not prepared, to pay more than 
in a high-street retailer." 

Smaller companies are 
tempted by a combination of 
price and support Ms Pauline 
Willett; systems manager for 
Hacker Young, a medium-sized 
British accountancy firm, says 
the company, formerly a Com¬ 
paq user, switched to Elonex 
last year. It was tempted by 
price savings of 50 per cent and 
significantly better service, 
especially in networking. 

For tiny companies, com¬ 
puter purdiase has become 
more confusing as buyers must 
choose between a plethora of 
machines, all apparently simi¬ 
lar in cost and function. 

Ms Elizabeth Bryant is set¬ 
ting up a seminar business. A 
computer would maftp adminis¬ 
tration easier, but £3,000, the 
cost of an adequate system a 
few years ago, would have 
been beyond her budget Prices 
now start well below the £L500 
she is prepared to spend. Unim¬ 
pressed by brand names, her 
chief concern is to get immedi¬ 
ate hgnafit from her purchase 
and she understands the need 
for support from her supplier. 

Mr Martin Nielsen, manag¬ 
ing director of The Business 
Superstore, the UK’s latest tow- 
cost business equipment mar¬ 
keting venture, believes Ms 
Bryant represents a substan¬ 
tial unsatisfied, demand for 
PCs among small businesses 
and serious home users. 

He argues that lower prices 
broaden the market and make 
buying decisions easier. He 
also believes that if all else Is 
equal eatahlfaTipH brand names 
count - at least in Europe. 

His sales approach is modu¬ 
lar; customers can buy a bare 
machine, adding on mainte¬ 
nance and other services at a 
price, so combining the bene¬ 
fits of tow-cost hardware with 
customer support 
Yet he may be overesti¬ 
mating the market power of 
established brand names. One 
customer this week, looking at 
the array of computer power 
on offer at Mr Nielsen’s 
north-west London store, 
agreed price fells had acceler¬ 
ated his decision to buy his 
own machine: “It will be a 
clone, though. A Dell or some¬ 
thing like that.” 


consultancy advice on 
geopolitical issues”. 

Nevertheless, Philip Morris 
is mainly interested in selling 
more cigarettes outside the 
US and the non-smoking Lady 
Thatcher’s international 
experience and contacts should 
be invaluable. The consultancy 
arrangements were supposed 
to be kept under wraps, which 
leaves me wondering If Lady 
Thatcher has signed any other 
lucrative private deal with 
public corporations since she 
gave up full-time politics. 


Turn off 

■ Jobseekers toting briefcases 
with combination locks would 
do well to watch their conduct 
with same at interviews. A 
warning just circulated to 
employers by a 
security-conscious consultant 
points out that, after delving 
into such cases, their owners 
often leave them in view 
without bothering to scramble 
the opening combination. 

“They have thus given the 
number to all passers-by for 
future reference,” he says. 
“Would you trust them with 
anything else secure?” 


At the core 

■ An En glishman , a 
Frenchman and a Russian are 
arguing about the nationality 
of Adam and Eve. “English, 
of course," says the 
Englishman. “Where else 
would a man be polite enough 
to give his apple to a lady?" 

The Frenchman insists they 
were French, on the grounds 
that nowhere else would a 
woman give herself to a man 
for the price of an apple. 

No, says the Russian, they 
must have been compatriots 
of his: “Two people, no clothes, 
no money, nothing to eat but 
an apple — and they're told 
they’re in paradise!” 


Costly place 
to live, even 
with low 
inflation 

From Ms Elizabeth Balsam. 

Sir, A big thank you to Guy 
de Jonquieres (“The price is all 
right In America", July 11) for 
spelling out so clearly what 
became all too apparent to me 
when I returned to Britain in 
December 1990 after spending 
three years in New York - 
that no matter how low the 
headline rate of inflation fa ll s , 
no matter how low the under¬ 
lying rate fells, this is a very 
expensive country. 

If I have one quarrel with his 
article it Is that he places too 
much stress on the current 
exchange rate and the dollar’s 
relative weakness; in my view, 
for a whole range of products it 
makes more sense to shop in 
the US, no matter what the 
exchange rate. 

A couple of years ago I paid 
2175 for spectacle lenses in 
New York. (I am very short¬ 
sighted and the lenses are thus 
complex.) A top chain fo the 
UK recently quoted £150 for 
lenses of a comparable quality. 
I would love to know just why 
it Is that British myopes must 
pay so much more. 

I have refrained from buying 
a car, simply because I cannot 
bring myself to fork out so 
much more than my US friends 
do when they have invest in 
new cars. Nor will I buy com¬ 
pact discs fo this country; it is 
outrageous that the sterling 
and dollar prices are virtually 
identical This is a product that 
Is, as far as I rf,n fatho m, int er ¬ 
national in all its dimensions 
- international pop or opera 
stars record in studios in coun¬ 
tries all over the world, and 
the discs are pressed in one 
country for distribution world¬ 
wide. Can anyone from the 
record or motor industries 
offer an explanation, let alone 
a defence for the gross differ¬ 
ences fo prices? 

What it all boils down to is 
that I for one am not going to 
help kick-start the economy by 
going on a spending spree 
when I know that the same 
goods are on offer much 
cheaper elsewhere. I prefer to 
do.without and save my money 
than be taken for a ride by 
British manufacturers and dis¬ 
tributors. 

Elizab eth Balsom, 

IS Coaleaoft Road. 

London SW15 6LP 

Air traffic 
control 

Prom Mr Chris Darke. 

Sir, In your article, “Airlines 
step op drive for EC control 
system” (July 16), you report 
the Association of European 
Airlines’ (AEA) support for a 
harmonised system of air traf¬ 
fic control 

The British Air line Pitots' 
Association supports an Inte¬ 
grated ATC system, for our 
members are well aware of the 
air traffic problems feeing 
Europe. With the prospect of 
sustained long-term traffic 
growth, the need to upgrade 
and integrate the existing 
national ATC systems becomes 
ever more urgent Technology 
alone is no answer equipment 
and procedures most be stan¬ 
dardised; and much greater 
investment is required as part 
of a Europe-wide co-ordinated 
development. We must move 
speedily towards a unified sys¬ 
tem that transcends national 
frontiers. 

Progress has been made 
towards closer co-operation 
between governments under 
the auspices of the European 
Civil Aviation Conference 
(ECAC) and EurocontroL How¬ 
ever, tiie present approach of 
inter-governmental co-opera¬ 
tion has some limitations and 
we believe new impetus could 
be given if the European Com¬ 
mission were to play a more 
leading role. 

Chris Darke. 
general secretary. 

British Air Line Mots 
Association, 

81 New Road, 

Hartington, 

Hayes Middx •| 


Transport systems 
must be maximised, 
not penalised 


From Mr G Turvey. 

Sir, Significantly increasing 
charges to road users will not, 
as suggested In your leader 
(“No revolution for British 
Rail”, July 15), bring about a 
rail revolution. That revolution 
will only occur when railways 
offer their customers, both pas¬ 
senger and freight, efficient, 
reliable and economic services. 

Obviously while every realis¬ 
tic opportunity for moving 
more freight by rail must be 
pursued, the prospects for sub¬ 
stantially increasing the 
amount carried is limi ted fo 
practice increasing road 
charges will simply raise trans- 

Legitimate 

defence 

From Mr Paul Quiles. 

Sir, In your edition of July 9, 
you published a photograph of 
a policeman pointing a pistol 
at a French truck driver at the 
wheel of his vehicle. 

Because the caption did not 
make it clear, it should be said 


port and industrial costs for 
the vast majority of companies 
who have no alternative but to 
use road. Fuel duties sufficient 
actively to discourage private 
motoring would have to be so 
high as to be politically unac¬ 
ceptable. 

The transport debate must 
be focused on maximising the 
productivity of our transport 
systems, not on the ways fo 
which transport can be 
re s tri c ted and penalised. I 
G Turvey. 

Freight Transport Association, 
Hermes House, 

St John’s Road, 

Tunbridge Wells, Kent TN4 9UZ 


that the policeman was not the 
aggressor. 

The truck driver had in fact 
been threatening to run him 
down, and the policeman’s 
action was therefore a legiti¬ 
mate defence. 

Paul Quiles, 

Minister of the Interior and 
Public Security, 

Place Beauoaux, 

Paris 8e 


The best of 
reasons 

From Mr Brian Scott 

Sir. I am sure than Mr Brian 
McEvoy (Letters. July 11) and 
your readers will wish to know 
the real reason for the 
extended journey time for 
tr ains from Bristol Parkway to 
London. He is wrong in claim¬ 
ing that the changes are 
designed to help us meet the 
Passenger’s Charter targets. 

The few extra minutes 
allowed in the summer time¬ 
table reflect the delays arising 
from the temporary reduction 
fo the number of tracks avail¬ 
able on the approach to Pad¬ 
dington station, made neces¬ 
sary by the scheme completely 
to replace track and signalling. 

This £40m-plus project will 
improvement reliability and 
speed and open the way for a 
new generation of services, 
including the Heathrow 
Express electric trains. The 
slightly longer journey time is 
for the best reasons - the long 
term benefit of passengers. 

We intend to reinstate the 
shorter journey time next year. 
Brian Scott, 
director, 

InterCity, 

125 House, 

1 Gloucester Street, 

Swindon SN1IDL 


Tax regime change not way to promote 
N Sea oil construction industry 


From Dr Ian Rutledge. 

Sir, While wholeheartedly 
sympathising with the desire 
of liberal MPs Russell John¬ 
ston and Charles Kennedy to 
preserve jobs in the North Sea 
oil construction industry I can¬ 
not agree with their view that 
it Is “essential to explore 
whether a change in the North 
Sea tax regime might promote 
development and bring for¬ 
ward orders” (“200 oil jobs to 
be cut", July 10). 

I wonder if they are aware of 
the extent to which the UK 
North Sea tax regime has 
already become one of the 
most generous in the world 
and that, fo 1991, Petroleum 
Revenue Tax, the instrument 
which ought to be e xtra c tin g 
the economic .rent from North 
Sea hydrocarbon production. 


Pensions 
review 
needs lay 
views 

From Mr Ralph Whiting. 

Sir, As a response to the 
Maxwell pensions scandal and 
prompted by the highly critical 
report of the House of Com¬ 
mons select committee, the 
government has set up a com¬ 
mittee under the chairmanship 
of Prof Roy Goode to review 
the law relating to occupa¬ 
tional pension schemes. 

That the Maxwell scandal 
should have occurred is an 
indictment of the current sys¬ 
tem of law and voluntary regu¬ 
lation under which occupa¬ 
tional pension schemes 
operate; a system about which 
most of the professionals 
involved in the pensions indus¬ 
try have been too complacent 
for far too long. 

The people who have suf¬ 
fered from the Maxwell and 
similar pension fund scandals 
are not the professionals who 
make their living from run¬ 
ning, investing and advising 
pension schemes, but the ordi¬ 
nary members of those 
schemes who have contributed 
from their pay, until very 
recently on a compulsory 
basts, fo the expectation that 
those contributions would pro¬ 
vide them with a secure 
income in retirement. 

It is ironic therefore that the 
make-up of Prof Goode's com¬ 
mittee, recently announced, 
should be heavy with pension 
professionals and advisers and 
light on lay representatives of 
pension scheme members and 
pensioners. The committee 
comprises two academics, a 
solicitor, an accountant, an 
actuary, an investment strate¬ 
gist. a life office chief execu¬ 


tes actually become negative, 
with repayments of £200m from 
the taxpayer to the oil compa¬ 
nies. A substantial array of tax 
allowances (production allow¬ 
ance, capital “uplift”, cross¬ 
field allowances etc), combined 
with the lowest corporation tax 
in Europe (and tower than the 
US), means that the UK is now 
virtually giving its oil and gas 
reserves away. 

Our calculations show that 
fo 1991 the government’s share 
of the North Sea surplus had 
fallen to a mere 14.4 per cent 
and the average government 
“take” per barrel of oil equiva¬ 
lent produced was only 96 
pence. Moreover, an inspection 
of the published accounts of oil 
companies operating in the UK 
sector of the North Sea indi¬ 
cates that many of them are 


five, a retired investment man¬ 
ager, an industrialist, and a 
freelance journalist. 

While l have no doubt that 
all the individuals n amp d are 
people of integrity and intelli¬ 
gence, they do seem, on the 
face of it, to be more represen¬ 
tative of the hitherto compla¬ 
cent pensions establishment 
than the membership of 
pension schemes whose inter 
ests pensions law should pro¬ 
tect 

Noticeably absent is any rep¬ 
resentative from any trade 
union or pensioners’ organisa¬ 
tion who might be expected to 
have an understanding of the 
needs, requirements and expec¬ 
tations which ordinary mem¬ 
bers and pensioners have of 
the pensions schemes to which 
they belong but no professional 
position to protect 

What we cannot afford is for 
this review committee to close 
professional ranks and to come 
to the same conclusion as the 
Occupational Pensions Board 
did on its previous consider¬ 
ation of this subject in 1989. At 
that time the board, with the 
support of most of the pensions 
establishment, concluded that 
there was no case for reform. 
How wrong it was and how 
wrong will be the current com¬ 
mittee if it comes to the same 
conclusion. 

Ralph Whiting. 
partner, 

Osborne Clarke, 

30 Queen Charlotte Street, 
Bristol BS99 7QQ 

Contracts for 
directors in 
line with risk 

From Mr Nigel Dyckhof. 

Sir, With the recent cutting 
back of the Top Pay Review 
Board's recommendations for 
pay awards for senior public 
appointments ("Top public pay 


currently paying no tax at all 
to the UK and many will con¬ 
tinue to pay no tax well into 
the future. In many developing 
countries this would be 
regarded as a national scandal 
Not apparently in Britain. 

In his forward to the latest 
Brown Book on the develop¬ 
ment of UK oil and gas 
resources, the minister for 
energy remarks that “over the 
years a close working relation¬ 
ship has developed between 
industry and government". 
Surely it is time to conclude 
that this close working rela¬ 
tionship has become a little too 
close. 

Ian Rutledge, 
energyfminerals economist, 
SERIS, 

103 Carter Krwwle Road, 
Sheffield S7 2DY 


rises cut to 4 per cent", July 
10 ). much has been made of the 
difference in the risk/reward 
ratio between the public and 
private sectors. 

While it may now be argued 
that this ratio, given the cur¬ 
rent economic situation, is 
broadly correct for the public 
sector, it is open to question 
whether in the private sector 
reward has not overtaken risk. 

Chairmen of board remuner¬ 
ation committees might now 
begin to wonder whether, with 
salaries broadly equivalent to 
worldwide values and with 
well-constructed incentive 
schemes giving the potential 
for considerable enhancement, 
the other benefits considered 
appropriate for senior private 
sector positions should be 
reconsidered. 

No one would grudge share 
options to a captain of industry 
- particularly as they are, as a 
recent correspondent 
suggested, “a gamble to which 
he or she is entitled" - nor 
such trappings of office as cars. 
However, it could be ques¬ 
tioned whether contracts of 
two, three and even more years 
should continue to be avail¬ 
able. 

There have been many 
ins tances recently where a per¬ 
son who has manifestly failed 
has left the company with a 
substantial sum of money. For 
a shareholder, this is a ques¬ 
tionable outcome as in the pre¬ 
ceding years substantial remu¬ 
neration will have been paid. 
Would it not be much more 
equitable if company directors 
and senior executives were to 
have the same notice and 
redundancy terms as any other 
employee fo their company? 
Nigel Dyckhof. 
partner in charge, 
remuneration and incentive 
pra cti c e. 

Spencer Stuart, 

16 Connaught Place, 

London W 2 2 ED 


Report suggested sugar should no longer be a ‘vexed question’ 


From Prof Donald J Nasmith. 

Sir, One would have thought 
following the Department of 
Health's publication some four, 
years ago of a report by its 
Panel on Dietary Sugars and 
Human Disease, of which I was 
a member, that sugar would no 
longer be a “vexed question" 
(Management July i). Apart 
from the undisputed role of 
sugar, as a fermentable carbo¬ 
hydrate, in the promotion of 
dental decay, no convincing 
evidence was found for a spe¬ 
cific involvement in the causa¬ 
tion of any other 
disease. 

As Dr McGannon points out, 
the brain Is well protected 


from a lack of energy by mech¬ 
anisms that control the blood 
glucose, its favoured fuel, 
within fairly narrow limits. 
Hie uptake of glucose from the 
blood is not Insulin-dependent, 
but an abnormally large 
increase in blood glucose fol¬ 
lowing a meal or snack con¬ 
taining carbohydrate, or 
decrease (reactive hypoglycae- 
mia) fo response to an exces¬ 
sive insulin secretion, can seri¬ 
ously disturb brain function. 
The proportion of healthy peo¬ 
ple who experience reactive 
hypoglycaemia is unknown, 
but is likely to be smalL 
Simple sugars like glucose 
and sucrose (table sugar), and 


starches after their digestion, 
cause the blood glucose to rise, 
some more rapidly than others, 
and trigger the secretion of 

insulin 

Contrary to what Dr McGan¬ 
non suggests, the rise follow¬ 
ing the ingestion of refined 
sugar, as in a non-diet cola, is 
little more than half that 
recorded when glucose (the 
sugar present In fruits and 
fruit juices) is consumed, and 
considerably less than that 
caused by eating an equivalent 
amount of starch in breakfast 
cereals or wholemeal bread. 

I suspect that the distress in g 
symptoms described by Dr 
McGannon that appear to 


afflict our business executives 
may have their origins other 

than in reactive hypoglycae¬ 
mia. His unusual dietary pre¬ 
scription is unlikely o appeal 
either to the workforce or to 
those responsible for formula¬ 
ting guidelines for healthy 
eating. 

May I suggest that decisions 
about what should be served fo 
the company cafeteria or exec¬ 
utive dining room might best 
be delegated to the catering 
officer. 

Donald J Naismith, 
professor of nutrition 
and dietetics. 

King's College, 

University of London 
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Anti-trust authorities fear deal would set dangerous precedents 

Concern over Nestle/Perrier bid 




CENTER 


By Andrew Hill in Brussels 

NATIONAL anti-trust authorities 
are concerned that European 
Commission approval of a 
FFrl5.46bn (53bn) bid by Nestis 
for Perrier, the French mineral 
water group, would set worrying 
precedents In EC competition pol¬ 
icy. 

European commissioners are 
likely to approve the deal, proba¬ 
bly this Wednesday, on condition 
that Nestle, the world’s largest 
food group, sells off eight mineral 
water springs to a single buyer. 

Sir Leon Brittan, EC competi¬ 
tion commissioner, names four of 
the brands to be sold, including 


Saint Yorre. but Nestlg/Perrier 
will be able to keep the best- 
known brand-names. 

The springs for sale have a 
capacity of about 3bn litres of 
still and sparkling water - 20 per 
cent of the French mineral water 
market. 

But some hardline national 
competition authorities believe 
Brussels should have based its 
decision on the existing market, 
rather than on future capacity. 

The hardliners, which include 
Britain's Office of Fair Trading 
and Germany’s Bundeskartell- 
amt, are also upset that Nestle 
will be allowed to proceed with 
its contract to sell the Volvic 


brand to BSN, the French food 
group. 

“In public [the Commission! 
will try to present the solution in 
competition terms, but if you 
look deeper into this you will 
find there are no real competition 
arguments." one national official 
said. 

Some commissioners, and the 
Commission's legal service, have 
also found flaws in the radical 
proposaL 

For example, some of Sir 
Leon’s colleagues believe that, 
because the proposal seems to 
dictate the future shape of 
the French mineral water mar¬ 
ket, it amounts to intervention¬ 


ism d is guised as competition 
policy. 

Others have pointed out that 
the Commiss ion is legally unable 
to prevent the third party which 
buys the Nestlfi/Perrier brands 
from selling them on to BSN 
immediately. 

That would defeat the object, 
which is to prevent Nestis and 
BSN building a “duopoly” of the 
French market. 

If the recommendation is 
approved, it could widen the 
scope of the Commission’s 
merger authorities to examine 
potential duopolies and oligopo¬ 
lies - two or more large compa¬ 
nies HrtmingKng the market. 


Escape from war children evacuated from Sarajevo arrive m Split before being flown to Italy 

Yugoslav PM moves to bolster ceasefire 


Continued from Page 1 _ 

yesterday that all sides were 
being helpful in the compiling 
the necessary information on the 
location of artillery. In spite of 
pledges for peace, Serb farces 
have kept up their drive to gain 
control of Gorazde, the last Mos¬ 
lem stronghold La the region. 


Serb forces have driven out Mos¬ 
lems from eastern Bosnia. 

Mr Panic said that, if the 
ceasefire held, the next step 
would be to bring back the refu¬ 
gees. “Ethnic cleansing Is over. I 
want those refugees home safe 
where they belong.” 

During a visit at the weekend 
to Belgrade, the Serbian capital. 


Mr Douglas Hurd, US foreign 
secretary, called the trace agree¬ 
ment “a testing point.” 

President Sali Berisha of 
Albania and Mr Douglas Hard, 
who was In Albania yesterday, 
backed sending international 
observers to the Serbian prov¬ 
ince of Kosovo to prevent con¬ 
flict erupting. 


Rover opens £200m car plant 


By John Griffiths In London 

ROVER GROUP, the carmaking 
subsidiary of British Aerospace, 
today opens a £200m ($382m) 
manufacturing centre at its Cow¬ 
ley complex in Oxfordshire, west 
of London - the company's big¬ 
gest single production invest¬ 
ment since its privatisation in 
1986. 

Construction of the centre, 
which includes a large assembly 
hall and new robotic systems to 
make car bodies, dispels years of 
speculation that Rover’s 
long-term intention was to close 
the sprawling Cowley operation 
with the loss of its remaining 
jobs. The 220-acre site employs 


more than 3,000 people. 

The investment, which pro¬ 
vides Rover, formerly BL. with 
what it claims is one of Europe's 
most advanced and flexible car 
plants, underlines the company's 
“total commitment” to manufac¬ 
turing at Cowiey. according to 
Mr John Towers, Rover manag¬ 
ing director. 

The plant, capable of producing 
110.000 cars a year on two shifts, 
has begun producing the latest 
versions of Rover's 800-series 
executive car range in the last 
few weeks, but is being formally 
unveiled today by Mr Michael 
Heseltine, trade and industry sec¬ 
retary. 

Later this year the 360,000 sq ft 


assembly hall will also start prod¬ 
ucing the Synchro, a medium- 
sized saloon developed jointly 
with Honda. 

The new facility is not expected 
to add significantly to Rover's 
output Mr Towers said the com¬ 
pany expected combined produc¬ 
tion from Cowley and its Bir¬ 
mingham plants not to exceed 
550,000 a year for the forseeable 
future. 

Rover said that planning per- 
miston bad just been received for 
the two old Cowley sites to be 
turned into a business park 
expected to create 5JX)0 jobs for a 
variety of companies. 

Background, Plage 5 


UK likely 
to bring in 
strict curbs 
on public 
spending 

By Philip Stephens, 

Political Editor, In London 


THE UK cabinet is expected later 
fills week to endorse strong curbs 
on public spending, which are 
likely to lead to cuts in invest¬ 
ment in housing, roads, the inner 
cities and other construction pro¬ 
jects. 

Mr John Major, the prime min¬ 
ister, wili on Wednesday tell cabi¬ 
net colleagues that he is haciriwg 
the Treasury's attempts to hold 
next year’s public spending to its 
£Z4tflbn (MfiTbn) cash planning 
total, in spite of a surge in unem¬ 
ployment benefit payments. 

The prime minister’s stance is 
understood to follow a warning 
from Mr Michael Portillo, the 
chief secretary to the treasury, 
that the share of public spending 
in national income overall is 
likely to rise in 19S&94 for the 
fourth consecutive year. 

The government is committed 
to a gradual fall in that share, 
which currently stands at 41.5 
per cent But the combination of 
pre-election spending commit¬ 
ments, a shrinking economy and 
higher debt service payments 
threatens to push it towards 44 
per cent, the highest level since 
the mid-1980s. 

Senior ministers, however, are 
complaining that the Treasury 
has targeted long-term invest 
ment programmes for the some of 
the biggest savings. They will 
argue that cuts in capital spend¬ 
ing by central and local govern¬ 
ment would deliver a further 
blow to the recession-hit con¬ 
struction industry. 

Some of the projects now under 
Treasury review - Including a 
three-year programme to invest 
£7bn in motorways and trunk 
roads - featured as pledges in 
the Conservative manifesto. 

The Treasury wants a substan¬ 
tial reduction in the environment 
department's £7.5bn budget for 
housing over the next two years. 

Other capital budgets under 
threat include the Home Office's 
prison-building programme and 
the education department’s 
£l.3bn allocation over the next 
two years for the refurbishment 
or construction of schools, col¬ 
leges and universities. 

In spite of these proposed cuts, 
Treasury officials remain far 
from confident that the govern¬ 
ment will he able to meet the 
overall cash target The latest 
calculations suggest that high 
unemployment and the cost of 
Introducing the council tax could 
cost about £5bn next year, more 
than accounting for the govern¬ 
ment’s contingency reserve. 


Bush considers changes to re-election campaign 


Continued fro m Page 1 _ 

campaign-to-come, has been to 
portray Mr Clinton and Mr Gore 
as naming liberals from the stan¬ 
dard "tax and spend” Democratic 
tradition. 

Senator Robert Dole, the Kan¬ 
sas Republican, yesterday put Mr 
Gore in the same category as 
Senator Edward Kennedy of Mas¬ 
sachusetts. He cited in evidence 
the comments of George McGov¬ 
ern, the foiled candidate of 1972, 
who described the Democratic 


ticket as Ear more liberal than its 
image suggested. 

But Mr Dole also admitted that 
the president was today "in a 
tough position". He said he had 
been down before and recovered, 
but he did not underestimate the 
difficulties. 

The other Republican track, 
also given full vent over the 
weekend, is to pick Mr Clinton's 
character apart 

The initial spear carrier was 
Senator Jake Gam of Utah who, 
at a Bush campaign rally in 


Provo, and in the president's 
presence, derided Mr Clinton and 
Mr Gore as “pretty boys". 

Mr Garn attacked Mr Clinton 
for enrolling in the military 
reserves so as to avoid being 
drafted to fight in Vietnam, say¬ 
ing that to have Qed to Canada 
would have been better. 

Mr Bush hims elf did not join in 
the onslaught on Mr Clinton, 
implying that at least until after 
the Republican convention next 
month in Houston the president 
will let his surrogates do the 


dirty work while he takes the 
high road. 

The problem for Mr Bush is 
that be is still not articulating 
any kind of vision of his own, 
preferring to blame Democratic 
control of Congress for the frus¬ 
tration of his do tides. 

This is where Mr Baker’s 
known knack for projecting poli¬ 
cies positively would be invalu¬ 
able. A few more bad polls for the 
president and the demands for 
his return may become deafen¬ 
ing. 
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THE LEX COLUMN 

Fear of shopping 


The June retail survey from the 
Confederation of British Industry 
amply confirms that if the UK recov¬ 
ery is waiting for the consumer, it will, 
have to wait awhile. Sales of house¬ 
hold goods have follen further below 
last year’s levels. DIY stores, which- 
saw growth in May, have slipped hack 
again. Even grocery sales are slowing. 
The only bright spots are off-licences - 
an d chemists, which in the circum¬ 
stances is perhaps not surprising. ~ 

As for the outlook, retailers expect 
fiat sales in July, while stocks, which 
were cut back sharply in June, are to 
be cut further. It remains peculiarly 

difficult to See w hat, is to rhang a the 

trend. The underlying of the 

survey is that the weakest area of 
expenditure still relates to housing, ff 
last Friday's rate rise by file Chelten¬ 
ham and Gloucester building society is 
a guide - to say nothing of the 
momentary scare over a base rate rise 
- that is cme area in which consumer 
confidence could have farther to fen. 

From a narrower viewpoint, this 
once more raises the question of how 
to value the retail sector. As always, 
Investors are reluctant to be otit of 
retail on the grounds that it will be 
the first to enjoy the benefits when the 
recovery finally does arrive. But it is 
slightly nnsftttffny to recall that retail- - 
tng has outperformed the market 
every quarter but one in the last two 
and a half years. Granted, some 60 per 
cent of the sector by weighting con¬ 
sists of Marks and Spencer, Boots and 
GUS, defensive stocks by any reckon¬ 
ing. But it is also worth recalling that 
file high rating of the retail sector in 
fiie 1980s was based above all not on 
trading but on asset inflation. Doubt¬ 
less. the sector will be early to benefit 
from recovery. How much it benefits 

may be atiftHwr matter . 

UK small companies \ 

It has traditionally been safe to. 
make two assumptions about portfolio 
investment in smaller companies. 
Such , a portfolio tmxds . to .be less 
responsive to cycfidaT-lexpectattans 
than one c ontaining large companies, 
and to outperform over .the longer 
term. The behaviour of the Hoare 
Govett Smaller Companies (HGSC) 
indpY during the recession suggests 
that at least the first of these assump¬ 
tions should be challenged. During'the 
first half of this year the farfw sho wed 
the same 4JJ per cent total return as 
the FT All-Share. It outperformed by 
4.4 per cent during the period of 
euphoria that followed the election 
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and underperformed by L5 per cent as 
hopes of imminent recovery were 
riaghad from late May onwards. 

Fart of this volatility may be simply 
due to the way the index is con¬ 
structed. It includes the bottom 10 par 
cent of stocks by market capitalisa¬ 
tion, into which a number , of highly 
cyclical companies wfllVbe pushed as 
their capitalisation falls in the reces¬ 
sion. These are also companies,in 
which recovery hopes are also most; 
strongly vested. 

’ • But teere may also be deeper forces 
at work. According to Paul Marsh of 
the London Business School, who 
helped compile the HGSC index, 
smaller companies are becoming more 
hi ghly geared both operationally aadT 
financially. Their beta - the measure 
of share price volatility relative to the 
market overall - has risen to about l 
compared with <L85 when 1 fixe index, 
was launched in 1987. ■ 7 

Nor do the very smallest companies 
appear to have retained thatr tendency 
to outperform their bigger brethren. 
The total first half return on. the 
HGSC index falls by 0.1 percentage 
points to 48 per cent whemagtended. 
to include USM stocksi' Thdfe is 
clearly some evidence of 
at work here, 
have become wi 

a capitalisation.___. r . 

Govett says there ht&l 

for just over a year teat ___ 

fog com panies fry^capitalisation-have 
outperformed the rest of the maikfet 
It might be assumed that such deVfc 
ations fromthe historic pattern wflLbe ; 
reversed once the recession ends. Yet 
the shape of the eco nom y may be-very: 
different by then IT 8KM membership 
does lead to a low-inflation, low- 
growth Britain. Doubtless, real growth 
will always be easier to achieve from a 
small , base But in such an environ¬ 


ment there is more operational risk in 
frfMiyg small as well. 

Equitable Life 

From a European perspective, at 
least, last week’s pricing of shares in 
the newly demutualised US insurance 
com pan y Eqoitable Life represented 
more than just the conclusion of 
another public offering. The 
sale of 43y5m shares at a lower than 
expected $9 each an immediate 
im pa ct on Axa, the French insurer 
which.came to Equitable’s rescue last 
year with a controversial $lhn cash 
ipfo-tirm Asa’s shar es tumbled 7 per 
pent qq .Th ursday and Friday as inves¬ 
tors calculated that the odds on chair¬ 
man Claude Bdbdar pulling off his 
great transatlantic gamble may now 
have lengthened. 

The Equitable issue was clearly a 
difficult one; the final price should be 
set -against earlier hopes of getting it 
away at jil-814 a share. But the lower 
price means that Axa’s convertible 
bond . - on which incidentally it has 
been earning a tidy 23 per cent over 
the last 10 months - translates under 
the original deal into the maximum 49 
per (tent equity stake, while the 
French company can take this to 
around 60 per cent by the end of next 
year. The enthusiasts point out that 
Axa has won control without a bid 
premium. The sceptics wonder 
whether Mr Bdbear should have got 
involved at alL 

Equitable’s shares look cheap in 
relation to net assets. The non-insur¬ 
ance activities alone are valued by one 
analyst at more than $11 per share, 
But there is good reason for that New 
management is in place, but the US 
c o mpan y has yet to convince the mar¬ 
ket that it has mended Its old ineffi¬ 
cient and reckless ways. Insurance 
ami annuity surrenders, meanwhile, 
are said to be back to normal-levels, 
after two dreadful quarters last year. 
It remains to be seen whether the 
improvement will last. 

"■The bigger anxiety is Equitable's 
mortgage and real estate book. Last 
week's pricing leaves scope for farther 
provisions on the S2.65bn of potential 
problem mortgage loans already iden¬ 
tified, which so for have been written 
down by 25 per cent. The worry Is 
whether the company’s professedly 
conservative valuations are sufficient 
protection against a further downward 
twist in the US economy. The risks for. 
Mr Bdbdar have always been great. 
But at least they have not markedly 
worsened in the last few days. 
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Hong Kong puts 
bank up for sale 

The Hong Kong government has placed Over¬ 
seas Trust Bank (0TB). up for sale, offering ioW'j 
elgn banks the chance to buy into the'colony'e ' 
lucrative banking market.OTB has 48 branches' 
in the colony and, In the year to June 30,-1991, 
made a net profit of HKS21Gm (US$26m). - 
Page 13 . 


Japan eases up . 

Japan's Ministry of finance will allow a.greater 
range of companies to. Issue bonds, overseas 
from next month: The move wili ease the pres¬ 
sure on some.Japanese companies which. ...L.- 
need to refinance equity warrant bonds issued 
In the late 1980s. The.ministry will also I arisen 
restraints on yen denominated bond issues in - 
the domestic market by foreign issuers '.. 
known as "samurai" bonds - allowing.hew 
low-rated borrowers info the markeL Page 13 


Gap in bond yields 

The Impact of last Thursday's 0.75 percentage', 
point rise in Germany's discount rate took fime 
to register in the bond markets. The yield on 
10-year French government bonds'jumped »_ . 
from 8.85 per cent to 8.97 per cent opening up. 
the widest gap between Ranch and German •• 
bond yields this year at nearly 90 basis points.' 
Page 14 


Power Corp passes dividend. 

Power Corporation, the Dublin property-devet- 
oper, passed its final dividend after pre-tax 
profits feir from J£l5.6m In the year 1990 to 
l£12.4m (522m) for the 15 months to March 31: 
Mr Robin Power, chairman, said the-dividend 
was waived "because of the depth of the prop¬ 
erty and financial recession". Page 12 . 


Jacques Vert falls into loss 

Jacques Vert, the UK women's wear group, fell 
from profits, of £3.01 m to pre-tax losses of 
£2.81 m ($5.4m) in the year to April 25. Closure 
and redundancy costs accounted for about half 
of the £1.75m exceptional charges. Page 12 


Bibby bid accepted 

J Bibby & Sons, the UK .industrial and agricul¬ 
tural conglomerate, announced that its £86.2m 
($184.6m) hostile bid for Finanzauto. the lead- 
ing distributor or earthmovlng equipment in 
Spain, had been accepted. Page 12 - 

Market St a tis tics 


KIO set to change investment strategy 


By Mark Nicholson . 

and David Owen In London • 

THE KUWAIT Investment Office 
is changing the mix of its invest¬ 
ments having been left with an 
“unbalanced portfolio'’ after the 
crisis sale of around half its 
assets following the Gulf war. 

. According to a financier with a 
close knowledge of the BIO - 
which has between $30bn and 
S35bn under management, down 
from a peak'twice as great before 
the Gulf war ~ the London-based 


body is also returning to a policy 
of becoming a more passive 
investor in companies. 

In the 1980s, the KIO became 
known as an aggressive pur¬ 
chaser of big strategic stakes in 
politically sensitive companies, 
such as BP, the UK oil company, 
and Midland Bank. The fund has 
become reluctant to. exceed the 3 
per cent level of equity invest¬ 
ment at which an interest in a 
quoted UK company must be dis¬ 
closed. unless the investment is 
seen as an outstanding prospect 


The financier said the pressure 
on the KIO to remit funds for the 
rebuilding of Kuwait has e ase d. 
On the other hand, the fund does 
not expect to receive new injec¬ 
tions of funds from the Gulf for 
at least a year. 

The sell-off of investments in 
the past year is understood to 
have left the K10 with an inap¬ 
propriate mix of assets. It is now 
turning its attention to "rebalan¬ 
cing” its remaining investments. 

Large new investment funds 
will not be available to the K10 


until Kuwait’s oil production has 
returned to its pre-war level of 
1.5m barrels a day - a target the 
government is confident of reach¬ 
ing early next year. 

It is understood that Mr Ali 
Rashaid Al-Bader, the KIO’s new 
president, will oversee a rela¬ 
tively cautious investment strat¬ 
egy and avoid the sort of high- 
profile investment manoeuvres it 
has occasionally undertaken in 
the past 

Current management is under¬ 
stood to be keen to avoid initia¬ 


tives such as Ercros, the Spanish 
chemicals group In which the 
KIO holds a 39 per cent stake. 
The KIO has been drawn into 
complex negotiations to rescue 
the group. But indications that 
the KIO is preparing to pump 
more money into Ercros support 
the view that it is not about to 
extricate itself from Spain alto¬ 
gether. 

Nor is it expected in the short 
term to offload large publicly dis¬ 
closed equity interests such as its 
99 per cent stake in BP. 


Digital’s incoming president will have his work cut out for him, writes Louise Kehoe 


A fter years of speculation 
and impatient grumbling 
within the ranks, Mr 
Kenneth Olsen, 66, founder and 
. president of Digital Equipment, 
last week finally announced his 
intention to retire. 

This living legend of the com- 
. puter industry will leave behind 
a proud but troubled company. 
With revenues exceeding $14bn 
last year. Digital Is the second 
largest computer manufacturer 
in the world behind International 
Business Machines. 

Digital pioneered the minicom¬ 
puter as a cheaper alternative to 
mainframe computers and later 
moved ahead of Its competitors 
In recognising the importance of 
connecting computers of differ ent 
types and sizes on networks. 

Today, however. Digital is 
floundering; trying to come to 
terms with fundamental shifts in 
computer technology that have 
undermined its business model. 

The role of minicomputers is 
being usurped by networks of 
personal computers and work¬ 
stations. Also, the industry-wide 
trend'toward “open systems”, 
based upon industry standard 
software, has undercut Digital’s 
proprietary systems. 

These challenges - have 
squeezed profit margins through¬ 
out the computer Industry. But 
Digital has tried to respond: it 
offers a broad range of open 
systems products- and has 
recently stepped up efforts to 
compete in the markets for work- 
statkras and personal-computers. ■■ 
Yetcrifics, within the company 
and among industry analysts; say. 
Digital resisted change for too 
- long and in spite of job cuts the 
company remains grossly over¬ 
staffed. 

.They blame Mr Olsen. He has 
ruled Digital from the day, 35 
years ago, when he set up shop in 
a disused woollen mill in May¬ 
nard, a small New England town 
west of Boston. 

He shaped Digital with his own 
brand of authoritarian leadership 
combined with egalitarian per¬ 
sonnel principles. 

Although for years he resisted 
laying off workers, on several 
occasions he sidelined executives 
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3e Link to European resignation denied 

J MR Pier Carlo Falotti, who resigned on Friday as president of Digital 
Equipment’s European operations, will succeed Ms Sandra Kurtzig as 
3 chief executive officer of ASK, a US software group. Mr Falotti’s 
resignation, a day after the announcement of Mr Kenneth Olsen's 
j® retirement as president of Digital prompted speculation that the two 
* events were linked. According to Digital however, Mr Falotti’s resig- 
... nation was planned before Mr Olsen’s retirement was made known. 


who crossed him Yet the tenac¬ 
ity with which he built Digital 
also proved to be Mr Olsen's fail¬ 
ing. - 

... Just a week ago, at an event 
marking the introduction of new 
products, Mr Olsen reiterated one 
of his favourite themes; the supe¬ 
rior qualities of Digital’s propri¬ 
etary VMS software and the 
weaknesses of UNIX, the AT&T 
computer operating system that 
Is at the heart of “open systems" 
and a key element of Digital's 
current product strategy. 

Digital marketing executives 
winced when Mr Olsen tossed in 
remarks to “trash UNIX". 

“VMS [Digital’s proprietary 
minicomputer operating system 
software] was his first-born child. 
He adopted others along the way, 
but never felt the same about 


them," says a Digital insider. 

Digital Equipment without Mr 
Olsen is hard to imagine. 
Although the prospect of his 
departure, on October 1, has been 
greeted with a sigh of relief from 
many Digital executives, he will 
be missed. 

Mr Robert Palmer, 51, Mr 
Olsen’s hand-picked successor, is 
a dark horse. Like most Digital 
executives, he has made few pub¬ 
lic statements in the past and has 
so far declined to discuss his 
future role. Digital insiders are, 
however, pleased by his appoint¬ 
ment (which has yet to be con¬ 
firmed by the board) and describe 
him as a “sharp, aggressive and 
determined to get Digital back on 
its feet”. 

He joined Digital in 1985. He 
was one of the founders of Mos- 


Year and Jun28 


1982 84 86 88 90 


tek, a chipmaker that has been 
acquired by United Technologies. 

Mr Palmer will take over Digi¬ 
tal at a point where the compa¬ 
ny's route to recovery has 
already been mapped. Before the 
end of this year Digital will 
launch the first of a new genera¬ 
tion of products upon which the 
companies hopes for the future 
are pinned. 

Its semiconductor operations, 
previously headed by Mr Palmer, 
have developed a blindingly fast 
Reduced Instruction Set Comput¬ 
ing {RISC) microprocessor, called 
“Alpha”. Alpha will become the 
foundation for Digital's new prod¬ 
uct line which ultimately will 
span desktop computers through 
high performance minicompu¬ 
ters. 

Before Mr Palmer takes over, 
Digital is expected to begin large- 
scale cost-cutting. The initiative, 
which could include thousands of 
lay-offs, may be announced this 
week when Digital reports its 
quarterly results. 

Digital, which employs about 
116.000 people has cut more than 
23,000 jobs over the past two 
years and closed numerous man¬ 
ufacturing operations. The com¬ 
pany suffered its first annual loss 



Robert Palmer 


in 1991. and lost another $404m in 
the first three quarters of this 
year. When year-end results are 
announced, the red ink is expec¬ 
ted to gush again. 

With Mr Olsen's departure, 
industry analysts expect Digital 
to cut overheads and focus Its 
product strategy more clearly 
upon open systems. But it could 
take months to return Digital to 
profitability and the company 
faces heavy charges as it 
reshapes its operations. 

Analysts predict that Digital 
will report an operating loss of 
about S 200 m for its fourth quar¬ 
ter, which ended June 30. and the 
company may take charges of as 
much as 5lbn to pay For job cuts 
and restructuring. 

The transition to Alpha prod¬ 
ucts may also be difficult. As 
sales of Digital's established 
products slow down, speeding the 
new products to market will be 
crucial. 

Perhaps the biggest challenge 
facing Mr Palmer, however, will 
be to follow in the footsteps of an 
industry legend. He needs to 
articulate a vision of Digital as a 
future technology leader rather 
than a company clinging to the 
memories of its past success. 


Hanson 
considers 
buying 
British Coal 

By John Authors In London 

HANSON, the Anglo-American 
conglomerate, yesterday said it 
would give consideration to buy¬ 
ing British Coal once any finan¬ 
cial information on the privatisa¬ 
tion of the coal producer is made 
available. 

Mr Martin Taylor, deputy 
chairman of Hanson, yesterday- 
confirmed the company’s interest 
in looking at all the information 
the government produces for the 
forthcoming privatisation of Brit¬ 
ish Coal. 

He did not rule out offering to 
buy the whole of British Coal - 
the government's current plan is 
to split It Into units before priva¬ 
tisation. 

But be also made clear that 
Hanson, which holds a large 
interest in the US coal company 
Peabody Mining, had made no 
commitment to bidding for it and 
that no decisions could be made 
until all the information had 
been made available. 

Coal mining is one of the core 
businesses on which Hanson 
intends to concentrate. 

He said: “We are in the coal 
industry in the United States, 
and our obligation is to look at 
whatever the government says 
about British Coal and what it 
wants to privatise. 

“Having looked at the terms 
and analysed them we would 
decide whether there’s something 
which makes us want to make an 
investment.” 

In 1990. Hanson spent a month 
in negotiation with the govern¬ 
ment to buy PowerGen, one of 
the newly privatised electricity 
generators. 

The negotiations failed, bring¬ 
ing down Hanson’s share price, 
but many commentators believed 
Hanson's involvement had a 
strong effect on PowerGen’s man¬ 
agement and may also have 
helped the government to raise 
more from the eventual privatisa¬ 
tion of PowerGen than would 
otherwise have been the case. 

Other companies have 
expressed an interest in buying 
British Coal. They include Anglo 
United, which owns the Coalite 
smokeless fuel business and has 
been researching 3 possible Brit¬ 
ish Coal acquisition since 1989. 
and Ryan Group, the UK’s largest 
privately owned coal producer, 
which has said that it will bid for 
a part or the company on privati¬ 
sation. 

Anglo's ability to buy British 
Coal has been constrained by its 
recent financial performance, 
which was below earlier expecta¬ 
tions. 


I t is unfortunate that In the 
rush to offer economic 
advice to eastern Europe 
and the former Soviet Union, 
so little is heard from Japan. 
After all, Japan’s post-Second 
World War economic, perfor¬ 
mance puts most industrialised 
nations to shame. 

With its industry destroyed 
and cities ravaged, Japan was 
in 1945 In a worse economic 
condition than the ex-commu¬ 
nist states are today. Some 
European and US experts 
judged recovery would take 
generations. Yet by the 1964 
Tokyo Olympics, Japan was 
already on the way to becom¬ 
ing an economic superpower. 

Moreover, Japan employed 
economic policies which dif¬ 
fered significantly from those 
of Europe and North America. 
Japan put less faith than the 
west in market forces and. 
more trust in government 
intervention. Russians and 
east Europeans are in danger 
of ignoring this experience. So 
is the International Monetary 
Fund, which is co-ordinating 
western economic aid for the 
ex-communist states. 

Russians and eastern Euro¬ 
peans naturally find it. easier 
to consult Americans and west-, 
era Europeans, than A s ia n s. 
Westerners are closer, geo¬ 
graphically and culturally. 
Many Japanese find Russia 
and eastern Europe remote and 
their complex political heritage 
difficult to understand. Also, 
the territorial dispute between 
Japan and Russia casts a 
shadow over any dialogue 
between Tokyo and Moscow. 

Japanese officials have in the 
past been diffident about offer¬ 
ing economic advice to other 
countries. Partly, this reflects a 
lack of intellectual self-confi¬ 
dence vis-a-vis westerners. 
Partly, officials have been 
reluctant to emphasise the 
unique points of Japanese eco¬ 
nomic development especially 
government intervention. They 
have usually preferred to dis¬ 
cuss the role of free markets 
and other similarities between 
Japan and the west 


A Japanese 
lesson for all 


However, the Japanese eco¬ 
nomic establishment is coming 
out of its shelL As Japan's 
overseas aid has grown, so has 
officials' willingness to direct 
the way the money is spent 
Over the past year, Japanese 
officials have been involved in 
increasingly frank exchanges 
with the IMF and. the World 
Bank. Japanese officials have 
questioned the US-influenced 
institutions' espousal of free 
markets as an economic pana¬ 


the IMF's views on the need for 
large-scale deregulation and 
privatisation. 

But Miti’s researchers 
believe this does not go far 
enough. They would like the 
plan supplemented with a Jap- 
anese-style “priority industry” 
policy. Just as the Japanese 
government favoured the coal 
and steel industries in the late 
1940s with, special credits and 
other measures, so Russia 
should pick a priority industry. 


Economics Notebook 

By Stefan Wagstyl 


cea and suggested a more 
interventionist approach. In 
response, the World Bank has 
launched studies of Japanese 
development. 

. Buf nothing Japanese offi¬ 
cials have done so for has been 
as timely as the two reports its 
. Ministry of International Trade 
and Industry (Mlti) presented 
this year to the Russian 
authorities. The first describes 
Miti'fi approach to economic 
development and the specific 
policies Japan -followed from 

1945 to the mid-1960s. The sec¬ 
ond analyses Russia's eco¬ 
nomic predicament and pre¬ 
scribes a policy. 

MIfi’s researchers see as a 
good starting point the advice 
offered by the IMF which Rus¬ 
sia has accepted as a condition 
of receiving the $24bn aid 
promised by the Group of 
Seven industrialised countries. 
The programme commits 
Moscow to cutting government 
subsidies, reducing money sup* 

: ply growth, and Introducing a 
freely-convertible currency. 
Miti’s researchers also support 


Miti researchers say the 
favoured-industry should be 
oil, because the industry can 
quickly become Internationally 
competitive and earn foreign 
exchange;. investment would 
lead to the Import of high-qual¬ 
ity technology; and It would 
benefit other, domestic indus¬ 
tries such as steelmaldng. 

The reports recommend gov¬ 
ernment support for oil produc¬ 
tion. including government-fi¬ 
nanced loans. But they warn 
the industry must not be 
allowed to export its output in 
an untrammelled way - for 
fear of starving domestic con¬ 
sumers of oil and prompting 
inflation. The papers advise 
Moscow to impose export quo¬ 
tas and/or tax oil exports and 
use the proceeds to subsidise 
domestic consumption. 

The reports say introducing 
price liberalisation and compe¬ 
tition is of almost importance. 
So is encouraging entrepre¬ 
neurship. But in Russia price 
mechanisms barely function; 
and capitalist culture has been 
suppressed during 70 years of 


communism. So, some market- 
oriented government Interven¬ 
tion could help. It may be par¬ 
ticularly necessary to avoid a 
sudden collapse in output 
which might bring rapid aboli¬ 
tion of government subsidies. 

Mr Hiroya Tanigawa, one of 
the reports’ authors, says: “In 
our view it’s difficult for devel¬ 
oping countries’ industries to 
follow market signals only... 
The example of many Asian 
countries shows government 
intervention can be successful 
in economic development" 

Mr Tanigawa and his col¬ 
leagues admit there are huge 
differences between Japan and 
Russia, not least the fact that 
the Japanese trust their 
bureaucrats and Russians do 
not But they believe the Rus¬ 
sians may have no choice. 
“Our basic stance is in stark 
contrast with the IMF Memo¬ 
randum [reform plan], which 
thinks that macroeconomic 
stability will be brought about 
before long. We believe that 
the macroeconomic stabilisa¬ 
tion will take rather a long 
time (about five years) and 
that some strategic industrial 
policies need to be taken in 
this transitional period." 

Mr Tanigawa says heand his 
colleagues had a sympathetic 
hearing in Moscow even 
though the eventual plan 
adopted owed little to their 
advice. Miti's ideas also went 
largely unheard in eastern 
Europe. 

However, In east Asia it is a 
different matter. South Korea 
has in the last 30 years copied 
many features of economic 
development from Japan. So 
has Taiwan. Today, it is Chi¬ 
na’s turn. Mr Tanigawa, who 
recently gave a lecture at Bel- 1 
jlng University, says: "China Is 
modelling itself on Japan very 
eagerly." 

The Chinese language has 
been chosen for the first for- ; 
elgn translation of a 17-voiume 
history of Miti and Japan’s 
post-war development Just a 
one-volume summary will be 
published in English and noth¬ 
ing at all in Russian. 


Wellcome 
expects good 
news on Aids 
drug tests 

By Clive Cookson 
In Amsterdam 

THE FINAL phase of 
Wellcome’s international 
share offer is expected to coin¬ 
cide with positive news for the 
company’s anti-Aids drugs. 

The results of clinical trials 
involving the company’s AZT 
drug Retrovir, which still has 
a virtual monopoly of the Aids 
drug market five years after 
its launch, will be given later 
this week at a world confer¬ 
ence on Aids, taking place in 
Amsterdam. 

Hopes are high that a study 
to be released by Prof David 
Cooper of the University of 
New South Wales, Australia, 
null provide new evidence that 
AZT helps delay the onset of 
Aids symptoms in people 
infected with HIV. the virus 

that causes the disease. Well¬ 
come needs such evidence to 

expand AZT sales. 

Another study is expected to 
show that a combination of 
Wellcome’s two best-selling 

drugs - AZT and Acyclovir, 
which is normally used to 
treat herpes infections - can 
prolong the life of people with 
advanced HIV Infection. 

Other conference sessions 
will show that the level of 
medical concern about AZTs 
side-effects is declining. 
Although the drug is still con¬ 
troversial, it is becoming 
established as a reliable Aids 
treatment 

Few of the exciting leads on 
Aids treatment discussed at 
previous world Aids confer¬ 
ences have come to anything. 
The handful of promising new 
treatments mainly give their 
best results in combination 
with the Wellcome drag. 
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Application will be made to The London Stock Exchange for the issued Ordinary shares in 
A. H. Ball Group PLC currently dealt in in the Unlisted Securities Market and the 
Dew Ordinary shares to be issued pursuant to the Acquisition and Placing to be admitted to 
the Official List It is anticipated that such admission will become effective and that dealings 
in the issued Ordinary shares and in die new Ordinary shares will commence on 
11th August, 1992. 

A. H. Ball Group PLC 

(Incorporated and registered in England ami Wales — No. 1823753) 

Acquisition of K.D. Process International Limited 
Placing of 1,846,000 new Ordinary shares 
at 122p per share 
and 

Introduction to the Official List 


SHARE CAPITAL 


Present 

£ 

420,000 

Number 

8.400,000 


Authorised 

Following the 
Acquisition 
r and Placing 
£ 

) 625,000 

r Number 

K) 12.500,000 


Ordinary shares of 5p each 


Issued and Fully Paid 

Following die 
Acquisition 
Present and Placing 
£ £ 

327.250 453.976 

Number Number 

6.545.000 9,079,524 


The business of A. H. Ball Group PLC comprises excavation and the laying of pipelines and 
the provision of ancillary services, principally for the water industry, and also for the gas 
and other industries. 

Listing Particulars relating to the Company arc included in the Companies Fiche Service 
available from Extcl Financial Limited, 37-45 Paul Street, London EC2A 4PB from 3.00 pm 
on 21st July. 1992. Copies of Listing Particulars relating to the Company may be obtained 
during normal business hours on any weekday fSaturdays and public holidays excepted) up 
to and including 21st July, 1992 from the Company Announcements Office of The London 
Stock Exchange, London Stock Exchange Tower, Capcl Court Entrance, off Bartholomew 
Lane, London £C2N I HP (for collection only ) and up to and including 3rd August. 1992 
from: 


Hill Samuel Bank Limited. 
100 Wood Street, 

London 

EC2P2AJ 


A. H. Ball Group PLC, 
Tilford Road, 

Farnham, 

Surrey 
GU10 3QT 

20th July. 1992 


Barclays Registrars, 
Bourne House. 

34 Beckenham Road. 
Beckenham. 

Kent BR3 4TU 
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Power Corp passes final dividend 


By Vincent Boland In Dublin 

POWER Corporation, the 
Dublin property developer, saw 
its pre-tax profits fall from 
I£15.6m in the year 1990 to 
I£12.4m <£1 l.Omi for the 15 
months to March 31 1932, and 
confirmed the market's worst 
fears by passing the final divi¬ 
dend. 

The profit for the period was 
up to fE3m below forecasts. 

Mr Robin Power, chairman, 
said the dividend was waived 
"because of the depth of the 
property and financial reces¬ 
sion" and because the compa- 


River & 

Mercantile 

advances 

OVER the six months to June 
30 River & Mercantile Trust, a 
split-capital investment trust, 
achieved an increase in the net 
asset value each class of its 
shares. 

The stepped preference 
shares rose showed an advance 
from L27.63p to 130.82p over 
the six months; the income 
shares improved from 63.18p 
to 65.38p; and the capital 
shares rose from 117.3p to 
123.SSp. 

This compares with values of 
124.59P. 60.77p and 152.71p 
respectively at June 30 last 
year. 

Net revenue for the six 
months was £4.95m against 
£3.15m a year ago. 

The directors have declared 
a second interim dividend 
of 2.25p (i.6p) on the income 




RAND MINES 


ny’s gearing was "temporarily 
high" following the acquisition 
of the outstanding 50 per 
cent stake in the Troeadero 
Centre and Island Site in Picca¬ 
dilly, London, from Brent 
Walker. 

Dividends will be renewed 
"when the board considers it 
prudent to do so. which should 
occur in the reasonably near 
future." 

The interim dividend of 2p 
already paid becomes the total 
for the period, and compares 
with 5.76p for the previous 
year. 

Gearing was 74 per cent. 


with balance sheet borrowings 
of I£ 166 m. The Troeadero Cen¬ 
tre and Island Site had off-bal¬ 
ance sheet borrowings of 
I£256m, which would increase 
gearing to 180 per cent if con¬ 
solidated. 

Power was in discussions 
with an institution to dispose 
of a 50 per cent interest 
in the Troeadero; if that failed 
the centre’s borrowings would 
be consolidated, Mr Power 
said. 

Turnover in the 15 months 
was I£32.3m (l£35.1in) and earn¬ 
ings per share were 9.15p 
(L0.54p). 
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COMPANIES AND FINANCE ----- 

dividend improved Near £6m downturn pushes 

, terms win Jacques Vert £2.8m into red 


NEWS DIGEST 


shares for 1992. and confirmed 
that they expect total 
dividends for the year to be 
9.2p. 

Earnings per income share 
came out at 5.06p against 4.04p 
last year. 

Aberforth Smaller 
net assets rise 37% 

Since Its inception in Decem¬ 
ber 1990, the net asset value 
per share of Aberforth Smaller 
Companies has grown by 37 
per cent. 

At the end of June it stood 
at 132.6p. compared to 
I 26 . 2 p six months before 
and to 113.97P on June 30 
1991. 

Total assets were £83.6m, 
partially reflecting the 
£53ra C share issue, now fully 
invested, and the medium term 
loan. 

Total revenue in the half 
year came to £2.45m (£691.000) 
and earnings per share 
worked through at 2.53p 
(2.73p). 


The interim dividend is 2.1p 

<2p>. 

Grosvenor Dev 
Capital improves 

Grosvenor Development Capi¬ 
tal reported net assets 
per share up 13 per cent to 
146.7p at the end of May 1992, 
against 130.Ip six months 
earlier. 

However interim pre-tax 
profits slumped to £3,000, 


Net asset value rose to 202p 
(198p). Power owned 1.3m 
square feet of predominantly 
retail space, of which l.lm 
square feet was leased or 
under offer. 

Power currently had no 
material capital expenditure 
commitments. Its only new 
development was in Beverly 
Hills, California, where it bad 
been granted planning permis¬ 
sion to redevelop a 30,000 
square foot site. 

On prospects Mr Power said 
there should be some recovery 
In property values in the latter 
half of the current year. 


compared with £141,000 a year 
earlier. This reflected lower 
interest rates, coupled with a 
fall in interest on the reduced 
level of liquidity and higher 
contracted advisers fees - 
both due to an increased level 
of investment over the past 18 
months. 

After tax of £1.000 (£61,000) 
diluted earnings per share fell 
from 2.57p to 2.02p. but the 
directors expect to at least 
main tain the year’s dividend at 
0.95p. 


DIVIDENDS ANNOUNCED 


Baring Tribune 

Cray Elect- 

Goode Currant 


Jacques Vert 



Current 

payment 

Date of 
payment 

Corres - 
ponding 
dividend 

Total 

lor 

year 

Total 

laat 

year 

_int 

£1 

Sept 4 

2 

- 

4.5 

_int 

1.7 

Aug 28 

1.7 

- 

6.2 

_fin 

0.5 

Aug 8 

nil 

0.5 

nil 

_fin 

3.25 

Sept 22 

3.25 

5.4 

5.4 

_int 

2.1 

Sept 11 

2.1 

- 

6.1 

_fin 

nil 

. 

6 

2 

10 

_int 

2.7 

Oct 1 

2.7 

- 

7.55 


Dividends shown pence per share net except where otherwise stated. 
lOn Increased capital. §USM stock. 


Gold mining companies’ reports for 
the quarter ended 30 June 1992 
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Blyvooruitzicht Gold Mining 
Company, Limited 
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Harmony Gold Mining Company 
Limited 

HagotnDan No. 0V33C3SCS 

ISSUEO CAPITAL: R13M232S IN 2888*830 SHARES 
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East Rand Proprietary Mines, 
Limited 

ftcTjn.iiKai Mo flUC0>7)M 

ISSUED CAPITAL. RIB3M3163 IN <6 6JI000 ORONARV SHARES 

R70 000 000 IN 3M OOO ‘B' CLASS VARIABLE RATE CUMULATIVE 
REBEEMABLE PREFERENCE SHARES 

Guar t*r ATOM 

OPERAtlNO RESULTS 304-1992 3I J l«2 

Undarcround openiMn* 

gnmiM-1 ... ... 281000 260 WO 

Gaid procured - uj I *03 I 14 ) 

rand-4- .. . J9B 5 

Ra.mia* - W .. .... 32082 J2r-rr 

COU-Rko . . 35 TOO «0a8 

rturticg Mia' rthq . 3 638 3 371 

Plaaomm - Ri ni!W .. . IB2.IT 182 .11 

GOJI - R.i /riffled.. . 90245 200 90 

Wd*'n>; k«.5 - ril roDed _ . . 2D.58 I? 79 

Sand treatment 

Sand trcrfM -1 aoowo »? 0 M 

Gaul produced - kfl. SIS 

!MM - 0,1 . LOO 1 35 

- ***4 - - a - 3! 0V2 32 6* < 

cST-RriiO . - . 13 «1S1 

Wn.hinrj graM - Rluj 10 JM It 726 

Rmantu - Rn naattnl . - ■ ■ *■** “ * 

Coil - R) aeoMt. ~ 3? 

p.aM - Rl trailed ... - - W-T 3 

FINANCIAL RESULTS lflfl00*f» 

Pf-™* . . . £13« 

C«ir - . ... .... W *** — s, -‘ 71 

Wo*w,push! - . jg ]*? 

iUTVUV rauanm - .'*> . „ TjZ ,j, 

L.iD inignl ood and deferred. ,a 7 *~ - 


OPERATING RESULTS 

Undarground opera non* 

G-e n«m -1 
Grid eraducad - Lg _ - 
wa-gn . 

flovanua - R/»o - . - .. 

Con - Rhfl . _ .. 

Warwng 10*1 - R*o . __ 

RaMinua - R .1 rr*ed - . - - 

Coal - R-T trailed. 

Wotamj rail - RT tnju*d . . 

Svfaca epmJona 
Uitacjj beared -1 
Gold craducad - _ _ . 

wad -on _ 

Revenue - IWo . ___ 

Com - R*o . . 

WaLnj prOh - Rlt^ . . 

fleranue - R/! tniantd _ 

Can - Rl reared 

Waning or-jN-rtrU/eatao . 

FINANCIAL RESULTS (RCOVl) 


SVoffl^tg(Toiokprotil _ .. —- -- -- _ —(47 068) .- 037 

Sundry ronnn-«4i . _ . 5 001 S 229 

aoKVOrsti Qatar* lauMn trdStre s trtaro c« orelii. (41 378) 7 268 

RbOUMlWH,' and Sum j itvi-a el preto . . . __ 5119 n R4 | 

ILocitBroMairartanioon and Sscei »n«r* oIpxLt_(38580) 0012 

C-kMjj ateorauruio - mil ----- 300 3 3E7 

OPS RATIONS - SURFACE 

The aurtace »»» Butenai eat aimeK emauMd dunng me ourrar inunEonl ouanoeei reman to 
be iraaind -amng me nai(6na.-«ia'«aa.' 

RATKWAUSATKH 

Tbo raaor-jiiaaed" Ungratnir* reamed bate crarout auanedy report routed >n ma ratrgnchmtta 
01 6 706 emoioeeam included ir woffling coal* >■ a new-racuning omoc-nt ol R35.5 anion lor 
■anoncrcietu BanaftM sad » amcinoeo. 

Tito company a rata mao r;^» rua cean atjnniMO as a >a*UE at ma knwi m ina gutnar laavmg 
imLied tasn '-nouron jri jWa ro Pw iraso «Mtn pratitaWS.-y B beuv ranorad. Th* oragranoa or 
diuxrvnq ol lerai-ja Jl-etS w.il eer-j-ua In order to boater me company's cash resources Tha 
rabonaf^d operations vdiB raturr a arofiuohry curr-g Jw Sdt*»niB<r uonar 
CAPITAL EXPENOTrURE 

Cao«ai aisen-ymjra 1 * ranacae nal ol rho mocaaoa Irani pm sale ol asset? during PM duedar nolng 
m Jraiinm 

Thera na conan.lnuinij tar ca a- ’ Jl naMAn aocoriit^j o Rl 4 muSas 

For and on bahajt ol pm board, 
j P S TURNER. Ct ialn n aa 

1 ? Ally iTH LlW PCX. Uanagwg Owecnjr 


NOTES 


CAPITAL EXPEHttnURE 

ruiura capital nupenjiure is Sang /»V'cta la Nmoo proieui esnsidorad vial B me coniaiuanca as 
epo-nuon*. 

GOLD HEDGING 

Ocwrriumnas ter arrannj if-i n«org oporahons deOMed itMUrtaBr damg Ota poll ouarter 

The proved-. Iran-. r»rejt>g Tartu-ran- omcleted dumg 9M »ar*r tnO unttnje m bo lebecMd *3 

pad o' 'wwi defied *-ot» (e xPe aI gM. 

GEMERAL 

- 111 me compimes rsantanaa rd incsrporjretJ at m» RewMK at SouOi AMca 

- Isiaod c»ul values mould Uuro Bwoum. 

- an Utimui ultras are cijo^e 'a aufi,-. 

- Tsa ram aiwauocoa ,p ■»» eoo^i #y pm ifmatar id Floanoe no** Doan inmod. 

- Cop-at ol ihe mo. a pudriariy repona 01 ma diraciara miv ba abtawiad on oppueidan ta Em 
nnw Mcrotanos. 

DIVIDEND ANNOUNCEMENTS 

OniDENin PASSED 

1 In* boars <M sirocrerj ol each st Ma ufflUfflMHfcoiMd eanpaiwas h*9 daddsd not lo docura a Fnal 
diwliw: icr ttaj year arOM Y) Juro t94> 

BTyvoorvftitchr card Mining Ce^ao*. (JnriMd 
Honeony Gold Mining Gerapan, UodTed 

2 Irw Win d liraciors ol omj- a! nra wideniMiitionad cpmpxntae ru» cecieod net .*o OMjre an 
intern O/nCrffll tgr mi ywpr es*ng Jl OooprotT r?SC: 

■hnai Haodtpoiwi Deep. Umtod 
East Rwd Piaprteunr Mian. UaiReO 


rand wnfis (MwonO a 


JOtiaiuMIButJ 
IT July 1992 


United KJngdort t SOOMHee 
Uuduet Corpom Services Limed 
*tt Matborn uuoua 
LonacnECTP 1AJ 


p order ol PM bosde 
*WlCES)Ulirn9B 
SeQ abaMI 
P*rR. H PNftpo 


UidM Ungdoai ragMm Bawdr reeapUan nSlea 

and rayfag RMnt* BArdjyi Bar* PLC 

RctfjuoaonoflJca 3Mdi EndHogo 

Brain Hegonra Semen DoamnoM 

Bourae Hoopa. 34 Bet*onliwn Road 188 FandvOi Street 
Seehonuni. herd 3R3 * IU London EC3P XP 


terms win 
Finanzau to 
for.Bibby 

By Tom Burns in Madrid 

J BIBBY & Sons, the UK 
industrial and agricultural 
conglomerate, announced that 
its £8&2m hostile bid for Fin- 
anaanto , the lea din g distribu¬ 
tor of earthmoving equipment 
in Spain, had been accepted In 
respect of 89 per cent of the 
capital. 

The acquisition, which was 
secured after Blbby Improved 
Its offer by 13 per cent last 
month, marked the first hos¬ 
tile takeover in Spain of a 
domestic company by a wholly 
foreigorowned corporation. 

Mr Richard Manseil-Jones. 
chairman of Blbby, said the 
future development of FLoan- 
zauto, the sole distributor of 
Caterpillar equipment in 
Spain, would be a joint effort 
between Blbby and Barlow 
Rand, the South African group 
which owns 79 per cent of 
Blbby. 

Finanzauto. which controls 
some 25 per cent of its domes¬ 
tic sector In Spain, faces a 
bleak immediate future, for 
official construction tenders in 
Spain have fallen by 56 per 
cent in the first four months of 
this year and are at their low¬ 
est level since 1987. Its group 
profits fell by 68 per cent to 
£4L8m last year. 

Mr Manseil-Jones said there 
was no “quick fix” for the 
Spanish company and that It 
would be two years before the 
benefits of the acquisition fil¬ 
tered through. “Our highest 
priority will be to reduce (Fin- 
anzauto's) indebtedness and 
not to produce dividends,” he 
said. Bibby was likely to dis¬ 
pose of the Spanish company’s 
leasing division and other non¬ 
core assets. 

Grosvenor raising 
£25m for new fund 

Grosvenor Venture Managers, 
one of the most active indepen¬ 
dent venture and development 
capital management groups, is 
raising subscriptions for the 
Fifth Grosvenor Fund. It 
intends to raise more than 
£25m for the new fund. 

The fund will take the form 
of a UK limited partnership, 
which GVM has used success¬ 
fully in Che past. Investors are 
likely to be big UK pension 
funds, insurance companies 
and overseas institutions. 

One of the limit ed partners 
will be an exempt unauthor¬ 
ised unit trust for those funds 
unable to invest directly in a 
! partnership. 

Move to return 
Tamaris to health 

A group of Investors has 
acquired a 29.9 per cent stake 
in Tamaris, the troubled nurs¬ 
ing homes operator, from 
Chalfont Lifecare. Chalfont, 
however, retains a 20.4 per 
cent equity holding. 

The Investors, via a com¬ 
pany called Atlantic Shelf 8, 
have bought 5.34m ordinary 
shares at 0.75p each and with 
the cooperation of the compa¬ 
ny's bankers, have agreed a 
partial refinancing to nurse 
Tamaris back to health. 

Mr Barry McFadzean of 
Atlantic has been appointed to 
Tamaris as non-executive 
chairman, while three direc¬ 
tors - Messrs Cameron 
Brown. Hanafi Fraval and 
Keith Smith - have resigned. 


Den Danske B ank 
AF/1871 AS 

¥4,000,000,000 

. Floating Rate Notes 
Doe 1994 

Nocke is hereby vun that the Rale of 
Interest for the interest Period Iron 
19th July. l992to 19th January. 1993 
is 4.81% per annum. Interest payable 
on 19th January. 1993 will amount to 
V242A77 per ¥IOjOOO.OOO principal 
amount of the Motes. 

Agent Bank 

The Long-Term Credit Bank 
of Japan, Limited 

Tokyo 


FLASH LIMITED SERIES B 
U.S- $30,200,000 
Secured Floating Rate Notes 
Due 1993 

In accordance with the conditions 
of the notes, notice is hereby given 
that for the six-month period 20th 
July 199U to 20th January 1993 
(MU days i the notes will carry 
an interest rate of 3.78813** p.a- 
Retevant interest payments will be 
as fobows. 1 

Notes of U.S. $100,000 
U.S. $1,936.15 per coupon. 

THE SANWA BANK LIMITED 
Agent Batik _ j 


Best Limited Series A 

U.S. $111,300,000 
Secured Floating Rate Notes 
Due1993 

!n/*rvd R*uj I.SU» par annum 

InlercS Period Fi«n 2 Mi 1 dy.M« 

Tu iflfh pBtBMy. t«j 

imprest Amount duo 
191b Iwnnr,. )«J 

psiis-sunim us Si.mm 

The SumitomoThist & 
Banking Co^ Ud. 

Agent Bank 


By Peter Pearae 

AS FORECAST ifi May. 
Jacques Vert has tumbled from 
profits of £3.0lm to pre-tax 
losses or £ 2.8101 in the year to 
April 25 after the costs 
incurred from its reversion to 
its profitable core. 

The womens wear group, 
which is about 59 per cent 
owned by its joint chairmen, is 
passing its final dividend, 
which leaves the 2 p interim as 
the total. Last year's it paid 
10 p for the full year. 

The factory at Upton. York¬ 
shire, had been closed after a 
drawn-out wrangle with the 
local council, which planned 
an open-cast coal mine next to 

Closure and redundancy 
costs accounted for about half 
of the £l.75m exceptional 
charges. The balance was for 


stock provisions, of which 
£ 690,000 related to co ntinuin g 

operations. 

The Alain Cannelle leisure 
wear label was discontinued 
and its associated warehouse 
In Harlow closed, as were the 
group's three loss-making out¬ 
lets in the US- 

These moves resulted, in 
extraordinary costs of £l^4m. 
In afl, the restructure involved 
a 20 per cent reduction In the 
workforce to 750. 

Mr Alan Green, joint chair¬ 
man,, said; “The past is the 
past; we can now concentrate 
on-the future." He was keen to 
point out that continuing 
operations - essentially the 
Jacques Vert and JV Plus 
brands - made- profits of 
£l.Q2m before the exceptional 
stock provisions. 

The Grace collection will 
launch, soon-and the joint ven¬ 


ture with the Ben de Lisi label 
was making progress, said Mr 
Green. 

So far. none of the Upton 
production had been switched 
either to the Washington. 
Tyne and Wear, or to the New¬ 
ton Abbot, Devon, factories, he 
said. At least in the short 
term some was being sourced 
in eastern Europe and Portu¬ 
gal. 

Mr Malcolm Heald, who 
replaced Mr Sashi.Mylvaganam 
as finance director this year, 
said that borrowings had edged 
up to £6.lra (£5.9m>. but that 
gearing climbed more steeply 
from 51 to 79 per cent. He said 
the company would reduce its 
debt with profits. 

Turnover fell from £42.9m to 
£40.9m. or to £38Am for con¬ 
tinuing -operations, and losses 
per share were 2I.27p (earnings 
2L86p). 


Carlton raises £64m via bonds 


By Simon London 

CARLTON Communications, 
the media group which holds 
the London regional television 
licence, has raised £64J5m 
from a convertible bond issue. 

The bonds carry interest, of 
7 Yt per cent payable semi-an¬ 
nually, against a yield on the 
shares of about 3.2 per cent 
Goldman Sachs, which lead 
managed the issue, priced it on 
the basis that Carlton would 
deliver annual dividend growth 
of about 12 per cent 


Bond holders have the right 
to convert into Carlton shares 
at 698p^a-16 per cent premium 
aver the 600p share price when 
file issue was priced. 

On folL conversion Carlton’s 
capital would be increased by 
Just under 5 per cent the level 
at which existing holders must 
be offered pre-emption rights 
under guidelines issued by 
institutional investors. 

The lead manager said the 
issue was considered aggres¬ 
sively priced by many UK fund 
managers and some 70 per cent 


was sold to continental Euro¬ 
pean investors. 

Carlton said the proceeds 
will be used to fund small 
acquisitions and for general 
corporate purposes. 

This is the first convertible 
issue by a UK company since 
Thames Water launched an 
£80m deal last August How¬ 
ever, bankers said the heavy 
supply of rights issues and no¬ 
tations was leading more com¬ 
panies to consider convertibles 
as a means of raising long-term 
equity-linked finance. 


A growing trend towards alliances 


Brian Bollen 

LIVING together rather .than marrying is 
increasingly popular in international business. 

Alliances and partnerships which fell short of 
total commitment hut which help contain the 
costs of research, development and manufactur¬ 
ing are a growing trend, particularly in the 
global computer industry. 

Announced last week, the largest such alli¬ 
ance to date sees IBM of the US, Japan’s Tosh- 
. iba, and Siemens of Germany joining forces to 
research and develop advanced-computer mem¬ 
ory chips. • 

Meanwhile, Japan’s Fujitsu is establishing a 
partnership with Advanced Micro Devices (tf the 
US to manufac ture flash memory devices, the 
current hot product in the sector. 

..Last- week's batch of non-core disposals 
included the sale by UK construction group Tar¬ 
mac of its Briggs‘CtfL bitumen business to Nynas 
Petroleum of Sweden. Tarmac wants to cut gear¬ 
ing to 25 per cent, from 51 per cent at the end of 
last year. 


The opportunity for UK-based industrial con¬ 
glomerate BTO to.make a strategic purchase erf 
a clutch of businesses In the UK and mainland 
Europe arose from Pirelli of Italy's decision this 
year to concentrate on core businesses and cut 
debt BTR simultaneously announced the dis¬ 
posal of interests in Richmond Power Enterprise 
In the US, a peripheral business acquired when 
it bought Hawker Siddeley last year. 

Hongkong and Shanghai Bank ended its direct 
involvement in Cathay Pacific airline by selling 
its last 10 per cent to China National Aviation 
Corporation and China Travel Service. 

Privatisation in eastern Europe continues, 
albeit at a jogging pace other than in east Ger¬ 
many. The Treuhand privatisation notched up 
another; first - the sale of electronics company 
Werk fin: Fernsehlektronik to Samsung repre¬ 
senting the first acquisition of an east German 
business by a South Korean company. 

US hotels group Marriott Corporation's pur¬ 
chase of the Duna Intercontinental hotel is 
being seen as a victory for the State Property 
Agency's commitment to competitive bidding. 


CROSS BORDER M&A DEALS 


BIDDER/INVESTOR 

CNAC <CMna)/CCA<r 
(China) 

BTR (UK) 


AB Nynaa Patroieum 
(Sweden) 


Enron Ri c hmo nd Powar 
(US) 


Altargisk Laboratorium 
(Denmark) 


Ricoh (Japan) 


Samsung (S Korea) 


Marriott Corp (US) 


Cable A Wireless (UK)/ 
US and Russian partners 


Adwancedd Micro Devices JV 
(US)/ Fujitsu (Japan) . 

Sourcot FT Margots ♦ AccpADttona International 


TARGET 

Cathay Pacific 
(Hong Kong) 

Unite of Pirelli 
(Italy) 

Briggs Oil (UK) 


Unit of BTR (UK) 


Alergia e Immuno 
iogla Abello 


SMO Bureautique 
(France) 


Werk fur 

Fernseheleklronik 

(Germany) 


Duna intercontinental 
(Hungary) 


Baltic Communications 
(JVJ 


JV 


SECTOR 


Auto/rubber 

products 

Oil Refining 


Biotechnology 


Electrical 

equipment 


Electrical 

equipment 


Telecoms 


Semiconductors 


COMMENT 

HK Bank sella 
last 10% 

More Pirelli 
disposals 

Non-core 

disposal 


Hawker disposal 
by BTR 


ALK claims No 1 
spot 


Strategically 

Important 


Debt-free buy 
from Treuhand 


Marriott wins 
auction 


Giant leap for 
St Petersburg 


Flash chip 
venture 


STAY 

ONE STEP 
AHEAD 

FROM SYDNEY 
TO SEOUL. 


You-ll find the Financial Times on many leading airlines and at hotels and 
kiosks in business centres all around the world: So wherever your business 
takes you.dur news and views can still be part of your business day. 
Any problems call the FT Copyline on 49 6915685150 
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COMPANIES AND FINANCE 


Sanyo to 
postpone 
memory chip 
production 

By Louise Kohoe 

SANYO Electric is to postpone 
mass production of four-mega¬ 
bit dynamic random access 
memories (D-rams) because of 
sluggish market conditions, 
the company announced. 

Although the Japanese elec¬ 
tronics company has never 
been a leading D-ram producer, 
its decision to scale back its 
involvement signals a trend 
among Japanese semiconduc¬ 
tor producers who are increas¬ 
ingly disenchanted with' the 
D-ram business. 

Industry analysts expect sevr 
eral minor D-ram producers to 
follow Sanyo's example and 
back away from the volatile 
memory chip market 

Last week Sanyo reported an 
83.5 per cent drop in consoli¬ 
dated pre-tax profits to Y£34bn 
($26.8m) in the half year to 
May. ." 

D-ram prices have skidded 
over the past year in the lace 
or mounting competition, from 
South Korean producers and 
sluggish demand from the 
recession-bound computer 
industry. 

The situation facing Japa¬ 
nese D-ram producers is remi¬ 
niscent of that encountered by 
US producers in the mid-1980s 
when most US companies 
abandoned the market 

Sanyo said that it would con¬ 
tinue to develop higher 
capacity D-rams to keep 
pace with advances in semi¬ 
conductor production technol¬ 
ogy. 


Ansett may seek 
third partner 

THE TWO shareholders of the 
Australian airline Ansett 
Transport Industries might 
take in a partner, said Mr Ken 
Cowley, Ansett joint chairman 
and joint chief executive, Hea¬ 
ter reports from Sydney. 

Mr Cowley said News Corp 
and TNT might seek an inves¬ 
tor with international airline 
experience in response to dere¬ 
gulation of the airline indus¬ 
try. “We'd have to wait and see 
if we do take in a partner and 
who that partner is, and what 
their visions of growth would 
be," Mr Cowley said in a televi¬ 
sion interview. 

He shares the positions of 
Ansett chairman and chief 
executive with Sir Peter 
Abeles, TNT managing director 

Mr Cowley, also a News Corp 
executive director, replaced 
News Corp chief executive Mr 
Rupert Murdoch last Friday as 
Ansett joint chairman and 
chief executive. 


Hong Kong puts bank up for sale 


By Simon Hotherton 
In Hong Kong 

THE Hong Kong government 
has placed Overseas Trust 
Bank (OTB) up for sale, offer¬ 
ing foreign banks a rare oppor¬ 
tunity to buy. into the colony's 
lucrative banking market 
A government spokesman 
said the -time was ripe to 
return the bank to the private 
sector.. It has been restored to 
health and should be able to 
perform with results compara¬ 
ble to other banks of its size." 


0TB has 48 branches in the 
colony and, in the year to June 
30 1991, made a net profit of 
HK$210m (US$27.7m). U is 
expected to fetch more than 
HK$3-5bn. 

OTB was rescued by the 
Hong Kong government in 1985 
after investigators discovered 
widespread fraud and false 
loans totalling US$90m on its 
books. In June 1991 it still had 
accumulated losses of 
HK$2.15bn. 

It used to be the colony’s 
third largest listed bank after 


Hongkong Bank and Hang 
Seng Bask, but is now compa¬ 
rable to the colony's two small¬ 
est listed banks Wing Lung 
and Dah Sing. 

Over the past months several 
local banks have expressed 
interest in buying OTB. Fore¬ 
most among these is Dao Heng 
Bank, the banking subsidiary 
of the Guocc Group, Dah Sing, 
and Xiamen International 
Bank, owned by the provincial 
government of Fujian in China. 

But the proposed sale also 
represents one of the few 


opportunities for a foreign 
bank to acquire banking assets 
in Hong Kong. Retail h anking , 
which is regulated by a cartel, 
Is very profitable and OTB is in 
the top five in terms of size of 
branch network. 

U would also offer a for¬ 
eigner a base from which to 
build business In China. This is 
restricted mainly to cross-bor¬ 
der Loans and trade finance but 
with the financial liberalisa¬ 
tion under way in China there 
may bo opportunities to 
expand further. 


Tokyo eases bond issuance limits 


By .Emlkb Terszono in Tokyo 

JAPAN’S Ministry of Finance 
will, allow a greater range of 
companies to issue bonds over¬ 
seas fromT next month, in a 
move which will ease the pres¬ 
sure oh some Japanese compa¬ 
nies which- need to refinance 
equity warrant bonds issued in 
the late 1980s., 

- The ministry will also loosen 
restraints bn yen denominated 
bond issues in the domestic 
market by foreign issuers - 
known as "samurai” bonds - 
allowing new low-rated bor¬ 
rowers into the market 

Both moves are in line with 
government proposals earlier 
this year to eliminate Umitj on 
corporate bond issuance, allow¬ 
ing a broader range of compa¬ 
nies to raise funds. 

The easing of limits will cre¬ 
ate an. alternative funding 
method for weaker Japanese 
companies needing to refin¬ 
ance repayments on equity- 


linked ksues- The slump in the 
Tokyo stock market has dried 
up sources of equity-linked fin¬ 
ancing. 

Moreover, Japanese banks, 
faced with increasing bad 
loans and the need to meet 
International capital-to-assets 
ratios, are setting tougher stan¬ 
dards on loans. 

From next month, Japanese 
companies with a single-A 
credit rating or higher will be 
able to issue straight bonds 
denominated , in a foreign cur¬ 
rency, yen bonds issued in the 
Eurobond market and warrant 
bonds. A rating of triple-B, the 
lowest investment grade credit 
rating will be the minimum 
requirement for a company to 
issue yea denominated con¬ 
vertible bonds. 

In addition, numerical stan¬ 
dards on net assets, dividends 
and profits will also be eased. 
Bank-guaranteed bonds with 
warrants, straight bonds and 
warrant bonds guaranteed by a 


UK bank named manager 
of Japanese pension fund 

By Simon London However, despite the partu 


By Simon London 

SCHRODER Investment 
Management, the . fund 
management arm of the UK 
merchant banking group, has 
become the latest overseas 
firm to win pension fund 
management business in 
Japan. 

The firm has been appointed 
to manage Y3bn ($24m) by 
Japan's third largest pension 
fund, . the Public School 
Teachers Mutual Aid 
Association. 

It becomes the third overseas 
manager to manage assets for 
the teachers" fund, joining 
Jardlne Fleming and Merrill 
Lynch. 

Although the three overseas 
firms manage only a small 
portion of the fund’s $4lbn 
assets, the appointment of 
Schroders underlines the 
gradual progress being made 
by overseas managers in 
Japan. 


However, despite the partial 
deregulation of the pension 
fund management business, 
overseas managers can only be 
alloted new money flowing 
into pension funds. 

Existing assets must remain 
in the hands of the trust hanks 
and insurance companies 
which dominate the industry.. 

Moreover, while public 
sector funds are slowly 
opening np to foreign 
investment managers, private 
sector companies have been 
more conservative. 

Earlier this year, 
Nagasakiya, the retailer, 
became the first private sector 
company to . appoint a 
foreign-based fund manager, 
allotting Ylbn of its 
Y23.7bn pension fund to 
Invesco MOL - 
In June. Hitachi, the 
electronics group, followed 
suit, appointing Invesco MIM 
and Mercury Asset Manage¬ 
ment. 


Reichmann family sells jet for $7m 


By Bernard Simon in Toronto 

THE Reichmann family has 
sold its Gulfetream executive 
jet to help pay the debt 
restructuring costs of Olympia 
& York. 

The latest report on the ail¬ 
ing developer's finances com¬ 
piled by auditors Price Water- 
house says the jet, which 
fetched USJ6.8m, was owned 
by a private Reichmann com¬ 
pany outside the court protec¬ 
tion order granted to O&Y and 
its Canadian subsidiaries two 
months ago. 

O&Y is restructuring the 
bulk of its C$13.5tm debt 
(US$L1.4bn). Only its US 
operations remain outside the 
protection of bankruptcy 


-courts. Lenders are in the 
unenviable position of seeing 
some of the income from O&Y 
properties previously ear¬ 
marked for debt-service pay¬ 
ments now being funnelled 
into the company's administra¬ 
tive and restructuring costs. 

According to the Price 
Waterhouse report, restructur¬ 
ing costs - consisting mainly 
of fees to lawyers and accoun¬ 
tants - will total C$9 2m in 
July and August alone. All 
debt-service payments have 
been frozen. 

Price Waterhouse, one of 
whose partners is acting as 
O&Y’s information officer, pro¬ 
jects the developer’s Canadian 
operations will have a cash 
outflow of C$8Jm in July and 


another C$5.2m in August. 
Under a court order granted 
earlier this month, the short¬ 
fall will be funded as far as 
possible from the sale of unen¬ 
cumbered assets. 

The information officer said 
he expected O&Y’s first-quar¬ 
ter results, for the three 
months ended April 30, to be 
released in early August The 
results are likely to include a 
large writedown on O&Y’s 
investment in the Canary 
Wharf project in London’s 
Docklands, which is currently 
valued at C$3.6bn. 

The Reichumans’ entire 
equity In O&Y has already 
been wiped out with write¬ 
downs totalling C$1.4bn in the 
fiscal year to January 311992. 


Correction Notice of fi arly Redemption 

To the Holders erf 

TRIBUNE COMPANY 

US$100,000,000 

I0 l k% Notes Due September 9,1995 

NOTICE IS HEREBYCIYEN that, pursuant to Section 6(a) of the Fiscal and Paring Agency 
Agreement dated a* of September 9,1985, Tribune Company bas elected to and shall redeem on 
September 9, 1992 (the “Redemption Date") all of the outstandingNotea, at a redemption price equal 
to 10 Vli% of the prinripal amount thereof (the-“ Redemption Price”). 

The Notes shall become doe and payable on the Redemption Date at the Redemption Price which 
shall be paid upon presentation ana surrenderof the Notes together with all Coupons thereto 
appertaining maturing after the Redemption Date at the Paying Agents listed below. . 

The Note* wiQ no longer he outstanding after the. Redemption Date and interest on the Notes will 
ct-asr lo accrue from and after the Rcdemplioti Date and the Coupons for such interest shall be void. 
On and after the Redemption Date the sole right of a holder shall be to receive the Redemption Price. 

’ FISCAL AGENT 

. Morgan Guaranty.'Trust Company of New York 
60 Victoria Embankment 
London EC4Y OJP 


Morgan Guaranty. Trust Company 
of New York 
Avenue des Arts 35. 

1010 Brussels 

Swiss Bank Corporation 
Aesrhenvvrslflilt I 
ClUttVl 
Basle 


PAYING AGENTS 

Moreau Guaranty Trust Company 
of New York 
MainzerLandstrasse 46 

'6000 Frankfort am Main 
Baqque Cnerale dn 

Luxembourg SA 

URueAldringen 
L-2951 Luxembourg 


Morgan Guaranty Trust Company 
of New York 
14 Place Vendome 
Paris 

Amaterdara-Rotterdam Bank NY 
Herengracht 595 
P0 Box 1220 
Amsterdam 


TRIBUNE COMR4NY 

By: Morgan Guaranty Trust Company 

us FUcul Agent 

Dated: July 20.1992 


parent company are also sub¬ 
ject to easier requirements. 

For samurai bonds, foreign 
borrowers or international 
organisations with an invest¬ 
ment grade credit rating will 
be able to access the market 

Currently, the issuance in 
the Samurai market is limited 
to foreign organisations with 
ratings of single-A or higher, 
or with a triple-B rating and a 
government guarantee. 

Ministry officials said the 
move , was aimed at increasing 
domestic capital outflow 
abroad. 

However, the easing of 
restrictions comes when many 
Japanese investors are looking 
to decrease investment portfo¬ 
lios rather than expand.' 

Many face large losses on 
investment portfolios due to 
the sharp decline in share 
prices, and the decline in 
profits due to the economic 
downturn is squeezing cash 
flow. 


CP Forest loss 
rises to C$60m 
in quarter 

By Robert Gibbons 
in Montreal 

CANADIAN Pacific Forest 
Products, one of Canada's larg¬ 
est pulp and paper groups, 
blamed weak pulp, newsprint 
and fine paper markets for con¬ 
tinued heavy losses in the sec¬ 
ond quarter. 

The second-quarter loss 
deepened to C$59.5m 
(US$50.42ra), or C$1.13 a share, 
against a loss of C$56.4m, or 
C$L28, a year earlier, on sales 
of C$462m, against C$502m. 

A lower Canadian dollar and 
severe pruning of costs were 
not enough to offset depressed 
product prices, the company 
said. 

The half-year loss was 
C$130.6m. or C$2.59 a share, 
compared with C$106.5m, or 
C$2.42, a year earlier, on sales 
of C$892m, against C$99lm. 


This advertisement is issued in compliance with the regulations of The International Stock Exchange 
of the United Kingdom and the Republic of Ireland Limited (“the London Slock Exchange"). 
Application has been made to the London Stock Exchange for the ordinary share capital of QuaJiry 
Care Homes PLC (“QCH"), issued and now being issued, to be admitted to the Official List. It Is 
emphasised that this advertisement does not constitute an offer or invitation to any person to 
subscribe for or to purchase securities, it is expected that dealings will commence on 23 July 1992. 


QCH 


QUALITY CARE HOMES PLC 

(incorporated in England and Wales under me Companies Act 1985) 
(Registered No: 2003672) 

PLACING BY 
Beeson Gregory Limited 

of 3,602,941 ordinary shares of 10p each 
at a price of 1 36p per share 
payable in full on application 


Authorised 
£1.800.000.00 


Share Capital 


in ordinary shares of lOp each 


Issued and now 
being issued 
fully paid 
£1.323.529.40 


QCH is a substantial provider of nursing care for the highly dependent elderly and is based in the 
North East of England. QCH currently owns and operates 11 freehold nursing homes wtth a total of 
540 registered beds. 

Copies of the Listing Particulars relating to QCH may be obtained during normal business hours on 
any weekday (Saturdays, Sundays and public holidays excepted) from the Company Announce¬ 
ments Office of the London Stock Exchange Tower, Cape! Court entrance, oft Bartholomew Lane, 
London EC2 (for collection only) up to and including 22 July 1992 and up to and includina 3 August 
1992 from: 


Quality Care Homes PLC 
1 Norton Court 
Stockton-on-Tees 
Cleveland TS202BL 


Beeson Gregory Limited 
The Registry 
Royal Mint Court 
London EC3N 4EY 

A Member of the Securities and Futures Authority 

20 July 1992 

Particulars of QCH are included in the Companies Fiche Service available from Extel Financial 
Limited. 37-45 Paul Street, London EC2A 4PB. 
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This advertisement is issued in compliance with the requirements of the London Stock Exchange. It does not constitute an invitation 
to the public to subscribe for or purchase any securities ofTransAtlantic Holdings PLC. Application has been made to the London 
Stock Exchange for admission to the Official List of the whole of the issued share capital ofTransAtlantic Holdings PLC. It is 
expected that admission to the Official List will become effective and that dealings will commence on 30th Jidy, 1992. 

TransAtlantic Holdings PLC 

(Incorporated in England and Wales under the Companies Acts 1948 to 1976, registered number 1503621) 

Introduction to the Official List 

of 

the London Stock Exchange 
in the life insurance category 

Expected date of listing 30th July, 1992 
sponsored by 

S.G. Warburg Securities and S.G. Warburg & Co. Ltd. 

Share Capital 

Following the expected allotment and issue of 25.8 million Ordinary Shares and 63.6 million ‘B’ Convertible Preference Shares 
on 30th July, 1992 in connection with the merger ofTransAtlantic Holdings PLC and Capital & Counties pic, the authorised and 
issued share capital of the Company will be as follows:— 


Ordinary Shares of 50p each 
‘A’ Convertible Preference Shares of 50p each 
(yielding 6% p.a. based on an issue price of £4 per share) 

6% *B’ Convertible Preference Shares of £1 each 

The Ordinaiy Shares have been listed on the Luxembourg Stock Exchange since 1987 and the ‘A* Convertible Preference Shares 
since May 1990. 

Business 

TransAtlantic is an investment holding company incorporated in the United Kingdom, whose business is the making of selected 
investments with long term potential in the life insurance and property sectors and in other fields related to the financial services 
industry, predominantly, but not exclusively in the United Kingdom. 

Listing Particulars 

Listing particulars relating to TransAtlantic will be included in the Companies Fiche Service available from Exte! Financial 
Limited, 37-45 Paul Street, London, EC2A 4PB from 3.00 pm on 21st July. 1992. Copies of such particulars will be available 
during normal business hours on any weekday, Saturdays and Bank Holidays excepted, up to and including 3rd August, 1992 
from:— 


Authorised 

Issued and fully paid 

£m 

£m 

Number 

201.1 

146.4 

292,845,509 

15.3 

15.3 

30,575,919 

63.6 

63.6 

63.637.024 


TransAtlantic Holdings PLC 
40 Broadway 
London SW1H 0BT 


S.G. Warburg & Co. Ltd. 
2 Finsbury Avenue 
London EC2M 


Copies of the listing particulars will also be available to the public from the Company Announcements Office of the London Stock 
Exchange, Old Broad Street, Cape! Court Entrance, off Bartholomew Lane. London, EC2N 1HP. for collection only, on 
21st July and 22nd July, 1992. 

20th July, 1992 
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INTERNATIONAL CAPITAL MARKETS 


Yields rise on Bundesbank move Ground trembles beneath the ERM 


GERMAN BONDS 


GILTS lost ground due to 
widespread worries about pos¬ 
sible Bundesbank moves later 
this year to push up German 
interest rates, possibly leading 
to a tightening of monetary 
policy across Europe. 

The concerns spilled over 
into the bond markets on Fri¬ 
day. with German government 
securities f bunds i seeing signif¬ 
icant price falls and the effects 
spilling over to gilts. 

During the week, yields on 
short-dated UK securities 
climbed by up to 0.2 percentage 
points (20 basis points.), 
reflecting the reduced prices. 
The yield increases were less 
marked for longer maturing 
bonds. 

The Bundesbank's decision 
on Thursday to increase its dis¬ 
count rate by an above-expec¬ 
ted 0.75 percentage points was 
the main trigger for the 
increased gilt yields. While the 
German central bank resisted 
the temptation to increase its 
more internationally important 
Lombard rate - this staying at 
9.75 per cent - a move along 
these lines cannot be ruled out 

US MONEY AND CREDIT 


over the next few months. 

Accordingly, the UK money 
markets were convulsed with 
speculation on Friday that 
base rates may have to rise by 
the end of the year because of 
the effects of a Lombard rate 
increase on the level of sterling 
in the exchange rate mecha¬ 
nism . 

The Bundesbank move over 
shadowed good news on UK 
inflation earlier in the week 
which had driven gilt prices 
higher. The index of average 
earnings across the economy 
rose in the year to May by an 
underlying 6.5 per cent, after 7 
per cent in April and 7.5 per 
cent in the previous month. 

While the level of price 
increases for manufactured 
goods in the year to June 
remained at 3.6 per cent, the 
same as in May. factory' output 
fell by 0.6 per cent in May com¬ 
pared with April, indicating 
weak demand and a continua¬ 
tion of the recession. 

Meanwhile. Britain's public 
sector borrowing requirement 
jumped to a higher than expec¬ 
ted £4.23bn last month as the 
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recession depressed govern¬ 
ment revenues and boosted 
spending. 

It brought the total borrow¬ 
ing requirement in the first 
three months of the 1992-93 
financial year to £10.8bn, fuel¬ 
ling fears that the government 
will not be able to keep bor¬ 
rowing within its £2Sbn target. 
That is likely to have 
repercussions on the gilt mar¬ 
ket - which fears higher gilt 
issues will depress prices and 


push up yields. 

In the context of ways of 
managing the high PSBR, an 
intriguing suggestion has come 
from Mr Roger Bootle of Green- 
well Montagu, a leading gilt 
broker, on how the Treasury 
could both help help economic 
recovery and get the gilt mar¬ 
ket out of its difficulties. Mr 
Bootle says that rather than 
fund all the PSBR - which 
Greenwell expects this year to 
reach £33bn - via gilt issues 
the government should deliber¬ 
ately underfund. That boils 
down to financing the deficit 
partly by sale of short-terra 
Treasury bills, which feed into 
the money supply and boost 
economic activity. By reducing 
gilt issues, such an option 
would also put a floor under 
prices. According to Green- 
well's arithmetic, total gilt 
Issues this year under full 
funding would need to be 
£35bn. By under-funding by 
£10bn, that would release 
£10bn into the economy to 
stimulate growth. 

Peter Marsh 


News-packed week gives food for thought 


ON Friday last week the 
short-end of the Treasury mar¬ 
ket enjoyed a short but sharp 
rally od rumours that Presi¬ 
dent Bush was afflicted by seri¬ 
ous health problems. 

Although the rumours 
turned out be false (as they 
almost invariably do - in Chi¬ 
cago. they have a saying that 
the President of the US dies 
once a month on the floor of 
the futures exchange), it 
showed how jumpy the market 
was at the end of what had 
beeD an unusually busy and 
news-packed week. 

Thursday’s increase in Ger¬ 
man interest rates was proba¬ 
bly the biggest story because of 
its international dimensions 
and the effect the Bundes¬ 
bank’s move bad on the vul¬ 
nerable dollar. The German 
rate rise was open to interpre¬ 
tation in two ways: it was bull¬ 
ish for Treasuries because 
higher German interest rates 
will slow down European, and 
ultimately US. economic 
growth, which is good for 
bonds; or it was bearish for 


Treasuries because with higher 
German interest rates pushing 
the dollar lower, the Federal 
Reserve will be less likely to 
sanction another cut in US 
interest rates for fear of send¬ 
ing the already weak US cur¬ 
rency into a tailspin. 

There were a few' other sto¬ 
ries for the markets to feed on 
last week. Mr Ross Perot’s sud¬ 
den and unexpected with¬ 
drawal from the election race 
was generally well-received, 
not because of any particular 
dislike for the diminutive 
Texan billionaire, but because 
his departure removed a large 
element of political uncer¬ 
tainty that had been troubling 
US financial markets for 
months. 

The Democrats’ successful 
convention In New York, and 
Governor Bill Clinton's surge 
in the polls after the Perot 
withdrawal provided further 
food for thought, food that the 
markets found less than palat¬ 
able. given their concern for 
what the Democratic candidate 
might, if elected, do to the Fed¬ 


eral budget deficit with his 
ambitious spending plans. 

As Mr David Ader. senior 
fixed-income analyst with 
Technical Data in Boston said 
recently: “One of the signifi¬ 
cant factors contributing to the 
steepening of the Treasury 
yield curve is this week’s Dem¬ 
ocratic convention. While the 
Democrats scream ’Jobs! Jobs! 
Jobs!' the Street only hears 
‘Spend! Spend! Spend!’ and 
backs off.” 

Friday morning's trade fig¬ 
ures were also worthy of the 
bond market’s attention. The 
bigger-than-expected $7.4bn 
May trade deficit was partly 
explained by a 2.5 per cent 
decline in exports (imports also 
fell, but less sharply). 

With exports now down 
three months in a row. there is 
little doubt that economic 
growth in the second quarter 
will eventually come out well 
below the 2.7 per cent achieved 
in the first three months of the 
year. In this respect, the trade 
numbers were a positive for 
Treasuries. 


As for this week, in the 
absence of valuable statistics 
other than the notoriously vol¬ 
atile and unreliable advance 
durable goods orders, due on 
Friday, the bond market is 
likely to focus on Congress, 
where Mr Alan Greenspan, the 
Federal Reserve chairman, will 
be giving his twice-y early 
Humphrey-Hawkins testimony. 

Mr Greenspan, as always, is 
unlikely to give away anything 
that would move the markets, 
but he will at least be asked to 
outline the policy thinking 
behind the big cut in interest 
rates earlier this month. 

At the time the rate cut was 
seen as a panicky response to 
the dreadful June employment 
numbers, and by less charita¬ 
ble observers as a caving in to 
political pressure from the 
White House, but Mr Green¬ 
span's views on the current 
state of the economy, and on 
whether he believes the Fed 
has finished easing, should 
make interesting hearing. 

Patrick Harverson 
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FRANCE 


Increased business 
in adverse circumstances 


In 1991. a particularly difficult year tor properly. 
Credit Foncicr and its subsidiaries managed 
ro increase the total production of t heir loans by 
more than 5%, to FF 38.6 billion. Private credit 
business remained at a high level, with new loans 
amounting to FF 24 billion, as a result of the 
development of mortgage loans to individuals and 
loans to local authorities. On die other hand, there 
was a reduction in new loans to developers, in view 
of the current economic climate and the selective 
policy of the Company. The production of 
subsidized loans was 21% up on 1991*. to FF 14.7 
billion, mainly due ro technical reasons. 

This performance, which was achieved in a 
contracting business environment, is the result of 
the sustained efforts of Credit Foncicr and its 
subsidiaries to widen their activities. The private 
loans sector thus represented 62% of total new credit 
business in 1991, the outstanding loans of the private 
sector business is making steady progress and now- 
accounts for 23"/. of the total loans portfolio, which 
in 1991 was more than FF 300 billion. 

Outside France, Credit Foncier Croup continued 
to develop its operations in collaboration with its 
European subsidiaries. This network was 
strengthened by the establishment of a new 
subsidiary in the Netherlands and the opening of an 
office in Portugal. 


The Group was able to raise capital under 
favourable conditions by taking advantage of the drop 
in long-term rates. The volume of long-term 
borrowing on the various markets increased 
substantially, with FF 24.5 billion raised in funding, 
compared with FF 16.2 billion in 1990. The top 
marks awarded by the two main international rating 
agencies reinforced the Company's position on 
foreign markets. Finally; in November 1991 Credit 
Foncier successfully launched the first French issue 
of mortgage- backed securities. 


RESULTS 

With difficult circumstances for property, 
provisions were substantially increased, in line with 
Credit Fonciers policy of caution. C onsoUdaced net 
income. Group share, amounted to FF 521 million 
against FF 698 million in 1990. Real estate market 
conditions were such that property sales were 
reduced, leading to a decline in real estate gains. 


Shareholders are untitled to a unit dividend of FF 
37.50 in shares. As lasc year, they can opt to convert 
this dividend into shares. In 1990, approximately 
70% of shareholders chose this option. A FF 18.75 
tax credit is added to the FF 37.50 dividend, 
bringing die total income per share to FF 56.25. up 
by 4.2%. Taking into account the issue of new shares 
at the last share-paymenc of dividends, the toral 
distribution has reached FF 369.8 million an 
increase of 6.9%. 


In the first months of this year. Credit Foncier 
and its subsidiaries strengthened the competitiveness 
of their products. Alchough the economic climate 
remains difficult, new loans increased by more than 
13% over che firsc four months. On the basis of the 
mid-year figures, the Group's performance in 1992 
should be satisfactory, with particular emphasis 
being placed on selectivity of commitments. 

New long-term funding, which should be in the 
region of FF 35 billion for 1992. should be achieved 
under favourable conditions. In this respect, Credit 
Foncier’s standing enables the Group to take 
advantage of market opportunities and develop an 
ambitious issuing strategy. At the beginning of May, 
the Group chose to issue a 3 billion repackaged 
perpetual* financing operation at a particularly 
attractive price, which as quasi-equity will allow- the 

solvency ratio to be brought up to 9%. 

Credit Foncier will continue to pay particular 
arrenrion ro controlling costs and risks and to 
consolidating its diversification in France and the 
rest of Europe, 


Credit Foncier: Votre allie dans fe temps 


ON the Richter scale of seismic 
disturbance in the bond mar¬ 
kets, the impact of last Thurs¬ 
day’s 0.75 percentage point rise 
in Germany’s discount rate 
took time to register. 

Other European bond mar¬ 
kets even managed a spontane¬ 
ous half-hearted cheer of a 
rally in their relief that the 
ground had not shaken harder. 
But by the end of Friday, the 
subterranean after-shocks set 
off by the Bundesbank's action 
had given a thorough shake to 
the foundations of the 
exchange rate mechanism. 

The shudders were not only 
felt in bond markets at the 
outer margins of the ERM. 

The yield on 10-year French 
government bonds jumped 
from 8.85 per cent to 8.97 per 
cent, opening up the widest 
gap between French and Ger¬ 
man bond yields this year at 
□early 90 basis points. 

French bond prices, of 
course, reflect the other great 
fear that stalks the markets: 
that French voters will say 
“non" in September to Maas¬ 
tricht proposals for economic 
and monetary union, and put a 
bomb under the seemingly 
inexorable convergence of 
bond yields across the EC. 

With German monetary 
tightening acting as another 
turn of the screw on the hard- 
pressed economies of its neigh¬ 
bours. that no vote may have 
become a little more likely. 

The tremor that passed 
through the markets on Friday 
was felt equally strongly from 
southern Europe to Scandina- 
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via. Spanish bond prices, 
which had nose-dived by 
Thursday to their lowest for 
some time, took one look over 
their shoulder and kept on 
going. Ten-year bond yields, 
which had leapt to 1L80 per 
cent on Thursday, jumped fur¬ 
ther to 11-83 per ceht. 

Italy's monetary authorities 
may have earned plaudits in 
the market for acting deci¬ 
sively to raise the country’s 
discount rate by 0.75 percent¬ 
age point on Thursday (the sec¬ 
ond rise in a fortnight) .but it 
did not insulate ftaKan bonds 
from the rout Net yields on 
10-year bonds followed those of 
their Spanish counterparts, 
moving up from 11.75 per cent 
to 1L92 per cent. - . 

The ripples beyond the 
immediate confines of the ERM 
bloc extended to Sweden, 


. the week, although Finland 
escaped the worst of the slide. 
A currency swap agreement 
between Finnish and other 
European central bankers, 
'designed to underpin the Finn¬ 
ish currency and fortuitously 
announced on Wednesday, left 
yields by the end of the week 
firmer at just under 12 per 
cent 

The sharp drops of Friday 
took place against a back¬ 
ground of thin trading in cash 
markets, with investors either 
already on holiday or too ner¬ 
vous to act. Most are only 
likely to shake off the paralysis 
when they feel they know the 
answer to one question: what 
will the Bundesbank do next? 

The narrowing of the gap 
between the discount and Lom¬ 
bard rates to 1 percentage 
point has been interpreted by 


where 10-year bond yields' some as a sign of pressure for 


ended the week at 10 per cent, 
around 10 basis points up on 


another Lombard rate rise. 
However, as the graph shows. 


the gap between the two has 
been narrower in the P 35 *- P° r- 
ticularly when the interest rate 
environment changes quickly. 

Certainly there were no 
hints on Friday of further 
stringency. The gap between 
three-month and 10 -year Ger¬ 
man interest rates, at 180 basis 
points, is already as great as at 
any time recently, but there 
jvas no indication of short-term 

interest rates creeping up. fur¬ 
ther inverting the yield curve. 

“The Bundesbank is reliev¬ 
ing tensions in the money mar¬ 
kets," said Mr Klaus Baadcr, 
economist with UBS Phillips & 
Drew in London, on Friday. “A 
Lombard rate rise certainly 
isn't programmed into the mar¬ 
kets yet." Mr Baader summed 
up the mood of most investors 
and anal ysts: “German mone¬ 
tary policy is very finely bal¬ 
anced between tightening and 
easing." 

Some clue could come this 
week, with the latest inflation 
and money supply data. Mar¬ 
ket observers are looking for a 
sharp fell in the headline infla¬ 
tion rate from its 4.3 per cent 
level, while M3 growth Is 
expected to ease from the S.7 
per cent recorded for May. If 
the market’s expectations are 
disappointed, fears will inten¬ 
sify that the Lombard rate will 
be raised later in the summer. 
And with the French preparing 
to vote on Maastricht, that 
really would make the earth 
beneath the bond markets 
move. 

Richard Waters 
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Nat West to be first UK bank to securitise loans 


Anthony Harris 


NATIONAL Westminster Bank’s 
announcement that it will sell part 
of its corporate loan book through 
the US securities market could 
mark the start of a new phase of 
innovation by European banks. 

The technique, railed securitisa¬ 
tion. is by no means new to Euro-- 
pean financial institutions. Mort¬ 
gage lenders have been securitising 
home loans since the early 1960s - 
the sterling mortgage-backed- bond 
market amounts to around £lObn. 

Other financial assets such as car 
loans have also been repackaged 
and sold in the form of securi-' 
ties. ‘ ■ 

However, Nat West will become 
the first UK bank to securitise loans 
to companies. According to experts 
in structured finance, other types of 
financial asset will be securitised 
soon in Europe. 

“Mortgage lending has slowed 
dramatically so there is less pres¬ 
sure to securitise mortgages. Banks 
are turning their attention'to secur¬ 
itising other types of asset," com¬ 
mented Mr Steve Din, structured 
finance analyst at Standard & 
Poor’s, the credit rating, agency, in 
London. - 

Other than commercial h ank 
loans, trade receivables - debt, 
owed to non-bank companies in the 
normal course of trading - and 
leases are the most likely candi¬ 
dates for securitisation. . 

Earlier this year GPA, the aircraft 
finance company which recently 
cancelled its planned flotation. . 
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made a pioneering issue of hnwHc 
-hacked by aircraft leases. 

. .Securitisation of leases on "small 
-ticket? items - anything from cof¬ 
lee machines to photocopiers - is 
‘ also posable.- • ’ 

On .April 30. the Bank of England 
issued; new regulations for the 
seeurrtisatian of credit card receiv¬ 
able,. Opening the way for banks to 
- securitise another category of risk 


The theory behind securitisation 
is simple: risk is transferred from 
the holder of a finandai asset, such 
as a loan or a lease, to the holders 
. of secarlhes'backed by tbat asset. 

Since the risk is transferred, the 
original lender rah remove the asset 
from-its-balance sheet. Iu addition , 
It raises cheap finance by issuing 
secured bonds which can be used to' 
fund new loans. 

The drawback is that securi tising 
assets is a complex and expensive 
process:. The NatWest structure 
. involves a Delaware-based special 
purpose vehicle buying sub-partici¬ 
pations In corporate leans from the 
beuik, via a Cayman faianda subsid¬ 
iary. The special purpose company. 
Thames Funding, will then issue 
commercial paper backed by the 
loans. 

- ft is a matter for debate whether 
corporate borrowers should be con¬ 
cerned that their loans are being 
securitised. 

NatWest said last week that infor¬ 
mal discussions with companies 
revealed no objections to the idea. .. 


After all. banks already sell loans 
in the secondary market - in 
Europe usually by selling sub-par¬ 
ticipations to other banks. The Nat¬ 
West securitisation works on the 
same principle, except that the risk 
is transferred one-stage further by 
rite issue of asset-backed commer¬ 
cial paper. 

However, not an corporate trea- 
- surers take a favourable view of 
either the secondary market in 
loans or securitisation. Some large 
UK companies specify in their 
terms of borrowing that the lender 
must not" sell* snb-particlpations to 
other banks. 

One concern is that the company 
ran end up dealing with a large 
number of banks which it did not 
even know were lenders. 

“A company goes to a big bank 
because it wants a relationship. If 
sell-down .isn’t handled very care- 
folly a simple bilateral loan can 
come to resemble a complex multi¬ 
option facility," said the treasurer 
of one large UK industrial company. 

Although the commercial paper 
issued by Thames Funding will be 
issued in the US and is denomi¬ 
nated in dollars, NatWest has the 
option of securitising loans made in 
sterling or other European curren¬ 
cies, so long as the currency risk is 
fully hedged 

Loans to up to 10 nominated com¬ 
panies can be securitised through 
Thames Funding, although NatWest 
does not intend to announce which 
companies are involved 


The commercial paper has been 
rated A-l by S&P ahd P-l by 
Moody's Investors Service, on the 
grounds that all of the 10 companies 
in the securitisation pool also carry 
this top short-term rating. 

This suggests that NatWest will 
choose to securitise low margin 
loans to big corporations, liberating 
capital to make new loans at a 
higher margin. 

There are some complications. 
For example, if a company repays 
one of the loans early. NatWest 
must bridge the gap until the 
matching commercial paper is 
retired 

The maximum maturity of com¬ 
mercial paper under the programme 
is 95 days, so in the worst case 
NatWest might have to pay interest 
on CP for three months while 
receiving no income from the 
underlying loan. 

Despite the cost of setting up the 
structure and some of the hidden 
risks, NatWest concluded tbat 
securitising corporate loans was 
worth the investment Faced with 
si m ilar circumstances, other Euro¬ 
pean banks are likely to reach the 
same conclusion. 

Certainly every UK clearing bank 
has a team of corporate financiers 
looking at securitisation. 

It is easy to see why. By taking 
securitised assets off balance sheet, 
banks are able to make more loans. 
Since the risk has been transferred 
to bond holders, capital which 
backed the securitised loan is free 


to back new lending. 

National Westminster has a capi- 
tal-to-assets ratio comfortably above 
the 8 per cent level demanded by 
international banking regulations. 
However, capital has become a 
scarce commodity. In the longer 
term, securitisation looks likely to 
become an important method of bal¬ 
ance sheet management for banks. 

Regulators appear happy with the 
technique, so long as there is no 
danger of securitised assets unex¬ 
pectedly returning to the balance 
sheet. 

Accountants are less sure. Last 
October, the UK Accounting Stan¬ 
dards Board proposed that securit¬ 
ised assets should not be taken aft 
balance sheet where the original 
lender retains an “economic inter¬ 
est" in the loans. 

Such a ruling would cover nearly 
all securitisations, since the origina¬ 
tor of the loan does maintain a clear 
economic interest - through its 
continued relationship with the bor¬ 
rower and the administration of the 
loan, usually for a fee. 

The ASB admits to receiving a 
great deal of adverse comment. It 
will put forward further proposals 
in the aut umn. 

But whatever it decides, UK 
banks are looking hard at the eco¬ 
nomic case for securitisation and 
starting to conclude that the 
long-term benefits outweigh the 
immediate costs. 

Simon London 
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Book runner 


101.175 CSFB 
(c)- Lehman Brothers 
101.55 Deutsche Bank 
99.88 Citicorp Invest 
100 Chase InvestBk. 

100 Lehman Brothers 
100 Merrill Lynch Inti. ’ 
. 98J6 Morgan Stanley ln& 
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A new twist to 
ease the slump 
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When two doc¬ 
trinal opponents 
agree that a sim¬ 
ple tactical change 
could at the same 
time support ster¬ 
ling. encourage 
investment and 
reduce govern¬ 
ment spending, 
their argument surely deserves 
official attention. 

It seems unlikely to get it, 
though, because it runs against 
fashionable theory, and breaks 
one of the government's self-im¬ 
posed rules. 

This proposed trick is simply 
under-funding the public sector 
borrowing requirement: - selling 
bills to the banks rather than gilts 
to the pension funds. 

Last week Mr Roger Bootle of 
Midland Montagu argued for it. 
Professor Tim Congdon has been 
promoting it for a long time past 
Prof Congdon is a monetarist 
Liverpool Sixer, Mr Bootle a prag¬ 
matic supporter of the ERM. and 
this may be the first time they 
have agreed on anything. And 
their proposal has another merit 
which they both overlook. 

Mr Bootle's main case rests on 
interest rates. If the authorities 
sold bills aggressively, and starved 
the market of long dated paper, 
short rates might edge up. and so 
support sterling: and gilt yields 
would come down, which would 
ease long-term industrial financ¬ 
ing, through bonds and equities. 

How much would rates move? 
Not at all, according to fashion¬ 
able theory, since short rates are 
supposed to be a function of 
exchange rate expectations 
(despite the fact the Professor 
Charles Goodhart has shown that 
interest differentials are hopeless 
exchange rate predictors). 

As for gilts, the market would 
not respond to lower sales, accord¬ 
ing to the efficient market hypoth¬ 
esis, since it would know that 
higher sales would follow later. 

The fact is that under-funding 
was tried in America a quarter of 
a century ago. before we learned it 
couldn’t work. It was known as 
Operation Twist (twisting the 
yield curve), and it did work. It 
would work again; the laws of sup¬ 
ply and demand are more reliable 
than later elaborations. 


But it is hard to say how much 
rates would move, and harder to 
say how much it would matter. 
The US is stuck in the doldrums, 
despite a 3 per cent discount rate 
(and a heavy devaluation). 

What about the Prof Congdon 
case? This is based on the fact 
that under-funding would cause a 
large rise in M4, the main Cong¬ 
don indicator which is growing 
much too slowly. Here there is no 
doubt about the effect: the rise in 
M4 is an arithmetic certainty. But 
would this prove anything - 
apart from Good hart’s Law, which 
states that when you fiddle the 
money numbers, they become 
meaningless? Remember that a 
decade ago we contrived a slump 
despite exploding money numbers. 

It is memories like this which 
no doubt inspired the present 
Treasury rule of full funding - a 
gilt or a savings certificate to 
cover every debt. 

Under this rule, government 
borrowing has no effect on the 
money supply. It might be called 
Congdon’s Benefit, since it 
ensures that broad money is, for a 
change, a reliable indicator of pri¬ 
vate bank credit. But this interest¬ 
ing statistic is unduly costly, to 
taxpayer, the banking system, and 
to the house-buyer. 

The taxpayer suffers, as Mr 
Bootle points out. because if you 
believe, as the authorities say they 
do, that inflation and interest 
rates are falling, issuing long gilts 
at current yields is recklessly 
extravagant. 

As for the banks, their balance 
sheets have been debauched by 
their own folly and earlier official 
over-funding, when the Bank of 
England bought all their best cred¬ 
its and sold gilts to pay for it. 

Under-funding in present cir¬ 
cumstances would be simple jus¬ 
tice. and would enable the banks 
to rebuild a decent holding of gov¬ 
ernment paper - if not the 70 per 
cent they held before Competition 
and Credit Control started two 
decades of monetary bungling. 

The banks are now sober, and 
under-funding would help make 
them sound - perhaps the biggest 
long-term benefit to confidence. 
The saving on public expenditure 
would be worthwhile, and pain¬ 
less. It’s not a panacea, but it's the 
right thing to do. 
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THE WEEK AHEAD 


NOTICE OF REDEMPTION 

Westpac Banking Corporation 
USS 100,000.000 

10% Subordinated Bonds due 1996 

and 

200,000 Warrants to subscrbe 
USS 100,000,000 

11 V» % Subordinated Bonds due 1996__ 

Notice is hereby given by Wesipac Banting Corporation (the "Bank-) 
that pursuant to Condition 5 tb} ol the Terms and Conditions of the 
10 percent Subordinated 8onds due 1396 (trie «10 percent Bonds--'!, 
issued with the benefit of. and subject io (be provisions of. an agency 
agreement dated March 6. 1936 between the Bank, hredieibanl. 
SA Lu-embourgeoise as Principal Paying Agent and The Paying 
Agents rherem referred to. the Bank hereby gives irrevocable notice 
of trs intention to redeem all the outstanding 10 per cent Bonds on 
August 4. l ?92 (the ■■ Redemption Date"5 at 101 per cent of their prin¬ 
cipal amount (the .Redemption Airiountn). plus accrued interest (i.e. 
lJSS 411 11 pier USS 10.000 denomination) from March 6. 1992 to 
the Redemption Date 

Payment of the Redemption Amount and of such accrued interest 
m respec: ot rhe 10 per cent Bonds will be made m dance with 
Conditon 6 of the Terms and Conditions of The 10 per cenL Bonds 
against presentation aiid surrender of the relevant 10 per cent. Bonds 
together with all unmatured Coupons relating Thereto, on or after the 
Redemption DaLe at the oft'ce of the Paying Agent m New York. City 
tpavmem of principal onivl or. at the option of the holder, at the spec¬ 
ified office of the Principal Paying Agent or any other Paying Agent 
•payments of Redemption Amount and accrued interest), as set out 
in ihe Terms and Conditions 

The 10 per cent. Bonds will become void unless presented for 
payment within 12 years after the Redemption Date. Miss ing unma¬ 
nned Coupons relating thereto will become void unless presented 
for payment within 12 years after die Interest Pavment Date specified 
on the lace ol the relevant Coupon. Those Coupons which have 
maryred before the Redemption Date bur have vet to be presented 
for payment will become void unless presented for pavment within 
o v e sis after trie interest Payment Date sew lied on the face of such 
Coupon 

The 10 per cent Bonds may be surrendered for redemption at the 
specified office ot the Principal Paying Agent or any of the Paying 
Agents, which are as follow 

Principal Paying Agent 

Kredieibanfc SA Luxembouigeoise 
43 boulevard Royal 
L -2'355 Lu-emfcourg 

Paying Agents 

)■ redietbanl. N V Swiss Bank Corporation 

Areribergstraat 7 1 Aeschenvorsiadi 

B- TOO: Brussels CH-4002 Basle 


Westpac Banking Corporation 
75 tong William Street 
London EC4N 7HA 


Luxembourg, July 20. 1992 


Westpac Banking Corporation 
335 Madison Avenue 
Mew lore. New 'rod- 10017 
fas ro payment of principal oni\ r t 


CREDIT D'EQUIPEMENT 

DES PETTTES ET MOYENNES ENTREPRJSES 

up to U.S. $200,000,000 

Guaranteed Floating Rate Notes 
Due 1996 

Fur the six months ITth Julv, 1992 to 19th January . 1995 the Notes will 
c.irrv .in Interest Rate of 5'V\\ per annum and Coupon Amount of 
U.S. 5162.75 per U.S. $6,000 Note, payable on 19th January, 1995. 


ECONOMICS 


Signals from Germany set to 
steer UK interest rate debate 


O BankersTrust 
Company, London 


AgentBank 


A RAFT or UK economic 
statistics will provide ammuni¬ 
tion for all camps in the ongo¬ 
ing debate over the course of 
British economic policy. But 
the most important signals for 
the future course of British 
and European interest rates 
will come from Germany. 

Today's monetary data are 
likely to provide grist to the 
mill of the government's mone¬ 
tarist critics. Broad money 
growth in June Is not expected 
to show signs of accelerating, 
year on year, from sluggish 
levels. The government's 
favoured indicator - MO - is 
expected to slow slightly to an 
annual growth rate of 1.8 per 
cent, from 2.5 per cent in May. 

Market operators will also be 
watching Wednesday's trade 
figures to see whether a fur¬ 
ther upward lurch in the visi¬ 
ble trade deficit will adversely 
affect sterling's weak position 
within the European exchange 
rate mechanism. The June 
trade deficit is expected to rise 
to £lbn. up £0.i5m from May. 

Government officials and 
managers, anxious for evi¬ 
dence that the economic recov¬ 
ery' is under way. will have 
much material to pick over, 
including today’s distributive 
trades survey and the June 
retail sales figures - expected 
to be just above May’s disap¬ 
pointing level. The best indica¬ 
tor of UK businesses' expecta¬ 
tions will be the quarterly 
survey of the British Chambers 
of Commerce on Thursday. 

Yet the week's most impor¬ 
tant news will come from Ger¬ 
many. where the gloom 
aroused by the continued rapid 
growth of broad money may be 
compounded by high producer 
and cost of living inflation. The 
Bundesbank will need to see 
signs of moderation on all 
these fronts before the risk of 
higher German, and therefore 
European, interest rates can be 
discounted. Elsewhere in 
Europe, analysts are expecting 
a French trade surplus of 
FFriLSbn in June, FFWbn down 
on May but continuing this 
year's trend of small surpluses 
after years of deficits. 

The two US presidential can¬ 
didates will be more interested 
in domestic news. A batch of 
economic data, particularly 
durable goods orders and auto 
sales, will provide clues as to 


UK retail sales 

Annual percentage change 

10 --- 

si.-- 


1988 89 90 91 92 

Souicc: Datarirt a m 

whether Mr Bush can expect a 
pre-election recovery. 

The following highlights of 
this week's releases of eco¬ 
nomic data include the median 
of forecasts in brackets pro¬ 
vided by financial information 
group MMS International. 

Today: UK. CBI July Distrib¬ 
utive Trades Survey, June 
monetary aggregates (M0 up 
1.8 per cent on year, M4 up 5.1 
per cent on year. M4 lending 
£2.3bn). France, May industrial 
production (down 0.4 per cent 
on month). Japan, May per¬ 
sonal income and consumption 
expenditure. 

Tomorrow: Mr Alan Green¬ 
span, US federal reserve chair¬ 
man, gives Humphrey s-Hawk- 
ins testimony to Congress. 
Canada, May retail sales (up 
0.1 per cent on month). Swe¬ 
den, June consumer price infla¬ 
tion (up 0.1 per cent on month 
and 2.3 per cent on year). 
Japan, July wholesale prices. 
Australia, manufacturing input 
and output prices. 

Wednesday: UK, June retail 
sales (up 0.1 per cent on month 
and 0.6 per cent on year), June 
visible trade balance (-£ 1 . 0 bn) 
and current account (-£0.8bn), 
June building society net new 
commitments (£2.9bn). Canada. 
May wholesale trade (down 0.1 
per cent on month) and depart¬ 
ment store sales (down 1 per 
cent on month). Brussels, EC 
budget ministers meet. 

Thursday: UK. British Cham¬ 
bers of Commerce quarterly 
economic survey. US, mone¬ 
tary aggregates for week end¬ 
ing July 13. auto sales for July 
11-20 (6.6ra), initial unemploy¬ 
ment claims for week ending 
July ll (0.4lm). Australia, May 
import prices. New Zealand, , 


June trade balance, Denmark, 
June consumer price inflation. 

Friday: Mr Luis Angel Rojo 
succeeds Mr Mario Rubio as 
governor of the Bank of Spain. 
US. June durable goods orders 
(up 1 per cent on month), June 
bank credit, and commercial 
and industrial loans. France. 
June trade balance (FFr2.5bn). 
Austr alia, June manufacturing 
output. Belgium. July con¬ 
sumer price inflation. 

During the week: Germany, 
June monetary aggregates (M3 
up 8.8 per cent from fourth 
quarter base), June producer 
prices (up 0.2 per cent on 
month and 2.1 per cent on 
year), June preliminary cost of 
living (up 0.2 per cent on 
month and 3.5 per cent on 
year). June import prices 
(down 2J8 per cent on year). 
Italy. July consumer price 
infla tion in cities (up 5J5 per 
cent on year), June trade bal¬ 
ance (Lira500bn), May FSBR. 
Netherlands, June unemploy¬ 
ment rate (42) per cent). 

Edward Balls 


RESULTS DUE 


Reuters Holdings, the financial 
information and news com¬ 
pany. is expected to report 
tomorrow a' 10 per cent rise in 
pre-tax profits to £287m for the 
six months to June 30. 

Most interest will focus on 
the group's two most recently 
launched financial products. 
The second phase of Dealing 
2000, the group's automated 
foreign exchange trading sys¬ 
tem, finally started in April, 
while last month saw the 
launch of Globex, its long-de¬ 
layed international after-hours 
screen trading system for 
futures and options. 

SmithKIine Beech am, the 
Anglo-American pharmaceuti¬ 
cals group, reports second- 
quarter results tomorrow. 
After weeks of focusing on 
Wellcome and its share offer, 
analysts have been dusting off 
their SB files. Estimates for 
pre-tax profits range from 
£246m to £258m, compared with 
£230m for the period last year. 

They will looking particu¬ 
larly at the rate of growth of 
Relafen, SB's arthritis drug, 
and how Kytrfl, its anti-nausea 
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DIVIDEND.& INTEREST PAYMENTS 


medicine is competing with 
Glaxo’s Zofran. Few signs of 
growth in the consumer busi¬ 
nesses are expected. - - 

John Menzies, the Edin¬ 
burgh-based retailer and news¬ 
paper wholesaler, is expected 
to report today pre-tax profits 
of about £23m for the. year- 
ended April, little changed 
from last year's £21 after 
£4m of exceptional charges. 

Wholesaling has held up well. 
but retailing has failed to show 
concrete improvement. Prob-! 
lems persist with its Early i 
Learning Centre business In ' 
the US. Further provisions are i 
expected and its sale is likely. ' 

Greycoat,the property devel¬ 
oper, is likely to. report on ! 
Thursday a full-year loss of 
about £701, a big Improvement ‘ 
on the previous year's £38An 
after £64m of provisions. 

First Technology, the maker, 
of sensors and crash dummies, 
appears to have survived a 
nasty financial mishap. From a 
loss of £3m. it is likely to have 
done better than break even 
for the latest year when It 
reports on Thursday. 


■ TODAY 
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FT READERS’ 

"7 ENQUIRY SERVICE h- 

q If you require information about the content of L 
\ the Financial Times or about specific articles \ 
please contact our FT Readers' Enquiry Service by phone, 
fax or letter. A charge may be made for some enquiries. 
Call our research staff between 9.30am and midday or 
2.00pm and 4.45pm Monday to Friday. 


Call 071 -873 4211 Fax 071 -873 3084 




WORLD BANKS 


The July issue of The Banker once again i 
contains ihe annual survey of the world’s h 
top banks. Considered by bankers and 
financiers everywhere to be the ii 

authoritative yearly ranking of banks. T 

the Top 1000 survey carries the A 

most up to-date information and 
definitive analysis produced by — 

any magazine. ^Sid 3 S 3 ** v 

The Top lOOrt listing has 
everything you need to know about 
the banks from strength of capital to w 

soundness of performance. v 

If you are not yet a regular reader, you 
should know that The Banker is essential y 

reading for anvonc seriously concerned T 


with banking and finance at the 
highest level. 

You'll find major articles and reports 
in the July issue as well as the survey. 
The July issue also contains the Asian 
Banker and a special interview with 
the governor of the Central Bank 
liiip»- of Korea plus an in-depth probe 
into the changing structure of 
Taiwan's banks. 

No senior person in the banking 
world can afford not to have this 
valuable survey on his desk. 

If you take out a subscription now. 
you will receive the July issue with the 
Top 1000 World Banks free of charge. 


Cj "ifk. I would like iii T.ik-.-mit .in .innufll sut»<nptwn Ui 
THE B ANKER iiiiij uk' adv.inliigc i-i liiir -pwwt 
intr<uluciurv iilfw. T1 h‘ julv T^'p It* 1 ** Bank* i*sue FREE with 
mv .innu.il :iiibM.nplh>n. 
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EXHIBITIONS 


Softworld in Human Resources 


fnteractfvs Exhibitions Ltd 
16 Princeton Mews, London Road, 

Kingston, Surrey KT2 6PT 

Tel: 081 541 4865 Fax: 081 974 5188 

Description 

Softworld combines an exhibition with free vendor 
presentations form the 30 leading suppliers of personnel 
and human resource software between 2-3 September 
1992 at the Heathrow Penla. Cali now to register and 
receive a free directory of software packages. 

Cost: Free 


CLASSIFIED BUSINESS TRAVEL 


FLIGHTS 


MIDDLE EAST ALL FLIGHTS DISCOUNTED! 



London He*throw to: 


Aba Dhabi £3*4 im 

Dubai £384 no 

Bitoaio £4Q2itn 


bvak £407m 

Pama««aw £335 no 
Mow CVS** 


AND MANY MORE DESTINATIONS; ALSO FIRST A CLUB DISCOUNTED 
Fiw or caU a nw CRUXTONTOA VEL (AETAiTATA) 

Fic 0442 23140] TtL-»442 217*75 

Fu! mi 424 9942 TffcOSl HO 2055 

Idol Gj, business twd.eqmnsn,id«< iS I d m iiBC. 



S'ISW&'FE'D 

'gES'ExywrfaHs 


Airport Based 
Business Travel 
Specialists 
For The 

London Airports 
24 Hr Service 


PHONE 0279 663166 
Fax 0279 663165 ABTAC6158 


GENUINE DISCOUNTS 
Flrst/Ciub/Ecooomy Travel 

1st Clw lo Lea Angeles £2410rtn 
Bo sin eaa Ctsas loJfe’borg£L8M rto 
&mao 7 more 

JETSTREAM TRAVEL 
Td: (0727) 811505 (5 Ones) 
Fax: (0727) 45367 Access/Ylsa 


DISCOUNT FARES 

In lit Class. Gob 
& Economy Onto 
Also Concorde 
For ihc best gumniool denis 
Please contact Ihc experts 
071-439 2944 
Fas 071-734 2242 
Pan Express Travel 


If your Company is 
looking to attract or 
target the Business 
Traveller, the logical 
move is to advertise in 
Europe's Business 
Newspaper- The 

Financial Times. 

To reserve space in this 
section contact 
Scott Caisley on 
071-407 5751 


Appointments Advertising 

appears every 
Wednesday & Thursday 
Friday 

(in the international edition only) 



SEPTEMBER 2-3 
Worfd Aerospace & Air 
Transport 

Changes in the juncture or the world 
airline and aerosp a ce industry, du Impact 
of the Single European Market in air 
Iran sport and iu Implication* in the' 
globalisation process will be under 
discussion. Enquiries Financial Times, 
Teh 071-925 2323 Fax 071-925 2125 

LONDON 


SEPTEMBER 14-17 

FIRE 92 

Tbe national conference and exhibition 
for die whole fire protection profession. 
Dw Winter Garden, Eastbourne, Sussex 
Contact: Jane MaJcolm-Coe, FMJ 
InunuuJonal Publications Ltd 
Tel; (0737176S61L 
Fax; (0737) 76I6S5 

EASTBOURNE 


SEPTEMBER 16 

Retafl Investments Regulation 

The aim of the cuofcrcace is to review 
retail regulation, bow it will work in 
practice, the condom of business rn die 
new regime, com missions and approaches 
to training. Enquires: Financial Times 
m-071-925 2323 Fax: 071-92S 2125 

LONDON 


SEPTEMBER 17-18 
INTRODUCTION TO M&A IN 
EUROPE 

K you are considering a European 
Acquisition, there Is a 50% chaiKe that it 
could fail. Minimise the risks by uiKng 
advice form up experts who will take you 
through tbe a c quisition mese in Europe. 

Contact ACQUISITIONS MONTHLY 
Tel: 071 823 8740 Fax: 071 581 4331 
LONDON 


SEPTEMBER 28 & 29 
Retailing In the 1990s 

Responding to the challenge of change 

.wiil.be tbc focus of tbe conference, 
looking at ihe effects of die reccnion. the 
Single Market and the changing 

Enq uiri es: Financial Tiroes, 

Tel: 071-925 2323. 

fiKJ 071-9252125 

LONDON 


OCTOBER1 
Sharing for Success 
Share ownership provides a means of 
involving employees mid direttoa in tbc 
future sncceu of the bosses*. This 10D 
Kminar ioo/odcs case-studies, various 
scheme types ted the effects of 
kgisUrioD for both listed and unlisted 
companies Enquiries: - Director 
Ornfaences071730 0022 
__ LONDON 


OCTOBER 5 & 6 
Lathi American Capital 
Markets 

To review growth prospects for the Latin 
American economics: Raising new 
equity, issuing new debt and stock 
exchange reform. Enquiries: Financial 
Times Teb 071-925 2323 
Fine 071-925 2125 

__LONDON 


OCTOBER 5-NOV23 

FT-CITY COURSE 

The coarse is designed to provide a 
broader undemanding of all as pects of 
the City of London and tire factors Chat 
make it a pre-eminent financial and 
trading centre. Enquiries: Financial 
Times. TcL- 071-925 2323. 

Fax: 071-925 2125 

LONDON 

OCTOBER 7 ” 

Latin American 
Privatisation Programme 

To assess the opportunities and risks of 
Latin American privatisation; Prospects 
for corporate restructuring and mergers 
and acquisitions. 

Enquiries: Financial Times 

Tel: 071-9252323 Fax: 071-925 2125 

_ LONDON 


OCTOBER 12-15 
Total Quality Management 
The Right Way to Manage CD 
William E Conway 

Bill Grows?, Ure first Western CEO to 
impfemeu die Denting philosophy in the 
West, will present his Right Way to 
Manage Seminar. People of all levels can 
losxn from his boowledge and ram 
pUlisophy into practice. Mike CaUimore 
* Associates Ltd. Tel; (0621) 858058 
Fas; (0621) 850972 ' 

BIRMINGHAM 

OCTOBER 29 “ 

Pensions after Maxwell 

A conference examining the options for 
reforming pensions legislation. Speakers 
include Social Security Minister Anne 
Widdecombe, regulators and pensions 
experts. Contact-- lain Dale. The 
Waterfront Partnership Tel: 0717300430 
fi« 071 730 0460 

' ' ' ' LONDON 


NOVEMBER 3 

Developments In Competition . 
Policy 

A Conference examining legal and 
p olitical developments in UK and 
European Com petition Potiqi. Speakers 
indtade Qnporate Affairs Minister Nell 
Hamilton. CoiUsct: rain Dale, The 
Watmfrtw Partnership 
Tel: 071 7300430 
Etac071730 044S0 . 

__ LONDON 


JANUARY 201993 
Privatising British Rai(freight & 
Open Access 

A conference examining ihe 
Government's plans for privatising tire 
raiIfreight activities of BR and 
implications of Open Access. Speakers 
indode Rt Hon John MacGregor MP. 
Secretary of State for Transport, Contact: 
lain Dale. The Waterfront Partnership. 
TcL 071 730 0430. Fax; 071 730 046i1 

LONDON 


INTERNATIONAL 


SEPTEMBER 15 
SUCCESS IN BUSINESS 
GERMANY 

A seminar/workshop programme fi 
business people who are thinking . 
getting into the German market or need 
know more about it. Topics; Doir 
Business in United Germany (Scpi 1 
92); Business Opportunities in Ensrei 
Germany (Oa 20,92) etc. 

Info: M. Weigel. FAZ fnformatia 
Services. Phone i-t-49-6196- , J606-33i 
Fax ++49-A196-46(16-49 

FRANK FUR 1 

SEPTEMBER 16-19 
METALUFUJ/METALLURGY f 

Internal ional Metallurgical Tcchnolui 
and Equipment Trade Fair, Organized I 
FS Fair and exhibition Services. Inc. if 
four day exhibition will S i ve VO u rl 
opportunity to sec staic-of-lhc-a 
products services and technology. Plea 
contact Ms Serra Talisl, for ftmtu 
information Tel 1901 j 274 23 8S/8h/! 
Fax (901) 273 27 24 

1STANBU 

SEPTEMBER 24-25 
Competitiveness and 
Benchmarking in a Changing 
World 

Conference jointly organised by 
DRI/McGrow-Hill and die lincnutireuJ 
Benchmarking dcarlogbow*. covering 

- • the major economic and potiticaJ forces 

that will affect industrial compciilrvures! 
Strategic planning. Total Qualitv 
• Management and benchmarking. Cmim 
C teinne Redotmet Tel: 081 545 6212. 
fax; 081 545 A2J& 

_ BRUSSEL! 

OCTOBER 5-6 

gomprtttiva Intelligence 

Organisation 
Sources. Techniques. Tools. Analysis 
Seminar presented by Brk Tyson, autha 
Io ?«liigence Manual A 
Oosde . Air executive* and analysts with 

gftgS* * lso in BRU5- 

hfcLS SJ| October. Caataa II0 SA, Gtaicv*. 

Switzerland. Tel: (41122 7SR*75jK 
(41)227882726 ’ ^ " 731 Fijr ' 

— BERLIN 

OCTOBER 13-14 ■" - 

Trade & invastment in the 

cSSdS? rtes ’ T,,,ke » 4 

Two , Conference & Buainew Forum 
^rmg Rns«tfC«,tral Asian business 
Ponim meetings 

SM&SKSr* D "* lls: 

TckffTJ 386 9322 Fax: 0713 gj gg t4 . 

ISTANBUL 


TO ADVERTISE IN TNfS SECTION PLEASE CALL 
DOMINIC MORGAN ON 071 407 5752 
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CONSTRUCTION CONTRACTS 


New Sony headquarters 


t -nit! Tailor 

c ■ sa made 

diggers 

Telephone 

(0778)426426 

Housing 
the Inland 
Revenue 

LAING MANAGEMENT has 
been awarded the management 
contract for the £50m construc¬ 
tion project for the Inland Rev¬ 
enue's new centre at Castle 
Meadow, Nottingham. 

The project comprises 40,000 
sq metres of office acommoda- 
tion in six buildings arrranged 
along radiating bands of 
streets focused on Nottingham 
Castle to the north. The design 
of the buildings Incorporates 
load-bearing brickwork and 
fair-faced structural concrete 
members. 

A restaurant, social and 
sports facilities and a nursery 
are to be based in a separate 
amenity block at the centre of 
the development. 

Enabling works throughout 
the site (which was previously 
used as railway sidings) are 
due to begin in the autumn 
and will involve the demolition 
of buildings and the diversion 
of numerous services. The proj¬ 
ect is scheduled to be com¬ 
pleted miH the b uilding s ready 
for occupation by the end of 
1994. 

Mixed batch 

HUXIER PARKER BUILD¬ 
ING CONSULTANCY currently 
has either on site or at various 
contract stages, design, tit-out 
and refurbishments with a 
value in excess of £25m. 

On the retail front, projects 
include enhancement works to 
the Charter Place Shopping 
Centre in Watford, Darwin 
Shopping Centre in Shrews¬ 
bury, Westmorland Centre in 
Kendal, the Waterside Centre 
in Ealing and the Eastgate 
Centre at Inverness. 

In addition, re-planning and 
refitting works Include Son 
Life's offices at 107 Cheapside 
in the City of London, plus 
new branch premises for Bank 
of Bilbao in Sloane Street and 
a new branch for Eah Wah 
Bank in Shaftesbury Avenue. 



Sports complex in 
Czechoslovakia 


An artist’s impression of Sony's new office complex at Brooklands Business Park 


Work has commenced on the 
£23m contract for the construc¬ 
tion of Sony CUX)’s new head¬ 
quarters-at Brooklands Busi¬ 
ness Pack in-Surrey, following 
the Reward of this contract to 
the regional business of 
TRAFALGAR BOUSE CON¬ 
STRUCTION. 

The complex will comprise a 
gross area of about 180,000 sq ft 
of offices with parking for 874 
cars. 

There is also room to expand 


the offices a farth er 50,000 sq 
ft The headquarters will house 
management, sales and mar - 
keting and administrative sup¬ 
port staff for Sony's sales divi¬ 
sions, together with the 
European television coordina¬ 
tion function. 

The first of about 550 Sony 
employees are due to take up 
residence towards the end of 
next year. 

The development will com¬ 
prise a single three-storey air 


conditioned building including 
two office atria and one 
entrance atria. Foundations 
will be bored piles with ground 
beams supporting a ground 
bearing floor slab. The frame 
and upper floors will be of 
reinforced concrete with a steel 
roof structure above. 

There will also be a decked 
car park, built on concrete pad 
foundations with a precast 
frame, asphalt waterprooofing 
and brickwork cladding. 


Previous experience in Czech 
oslovakia has paid dividends 
for JOHNSONS with four joint 
venture projects involving 
design and construction for its 
multi-disciplinary practice. The 
latest project is a £25m sports 
and leisure development with a 
hotel and retail mVn, 

Visits to Czechoslovakia in 
1990 quickly resulted in a joint 
venture partnership between 
Johnsons and Hexaplan - a 
newly privatised firm of archi¬ 
tects and engineers. 

At the start of this year the 
partnership was appointed as 
consultants and project manag¬ 
ers for the Czech-led project - 
the Boby Centrum in Brno. 
The 30,000 sq metre develop¬ 


ment is the brainchild of for¬ 
mer hockey international. Dr 
Lubomir Hrstka. 

It consists of a hotel, medical 
fitness centre, covered tennis 
courts, discotheque and shop¬ 
ping 1 L 

Dr Hrstka is involved in 
sports and fitness facilities 
throughout the country under 
the name of Boby Sports. The 
Centrum is adjacent to the 
Brno Sports Stadia, another of 
his vestures. 

Dr Hrstka provided the drive 
which inspired the City of 
Brno, the planners and banks 
to respond to a fast-track pro¬ 
gramme which is still unusual 
in this country where bureau¬ 
cracy can still be stifling. 


M4 motorway scheme 


Maintaining social security offices 


More social security and 
benefits offices are to be main¬ 
tained by TARMAC MANAGE¬ 
MENT, bringing the total value 
of work to £33m. 

The third contract, worth 
£7m over 2'A years, has been 
awarded by the Benefits 
Agency to maintain the large 
Longbenton rite in Newcastle 
upon Tyne and eight other 
offices in and around the city. 

The two. previous contracts 
won.by Tannac Management, 
part of Tannac Construction, 
are to look after a total of 74 
Benefits Agency buildings in 
two regions in the south, 
extending from Lands End to 


the Wash and have a total 
value of £26m over three years. 

Hie Newcastle maintenance 
and works project is among the 
latest contracts awarded to 
Tarmac Construction worth 
total of £14m. 

A £I-9m office development 
of two and three-storey blocks 
is to be built for A & J Muck- 
low at Edgbaston, Birmingham 
and roads and services laid for 
the Sovereign Harbour devel¬ 
opment at Eastbourne at a cost 
of £L4m. 

A Elm clinic is to be con¬ 
structed at SL Lukes Hospital 
at Rugby for Rugby NHS 
Trust, and a £L3m textile dis¬ 


play for Id Fibres at Brock- 
worth in Gloucestershire. 

The contract housing divi¬ 
sion has won a £125m order to 
build 47 houses at Leeds for 
The Ridings Housing Associa¬ 
tion. Other contract housing 
work includes the refurbish¬ 
ment of tenements at Green¬ 
ock, Strathclyde for Cloch 
Housing Association at a cost 
of Elm; building 28 houses and 
bungalows at Market Deeping, 
Lincolnshire, for Longhnrst 
Housing Association for 
£710,000; and modernising 46 
houses at Fordham for East 
Cambridgeshire District Coun¬ 
cil at a cost of £530.000. 


JOHN MOWLEM CONSTRU 
CTION is to undertake a 
£i9.7m contract for the con¬ 
struction of the M4 motorway 
between Baglan and Briton 
Ferry in West Glamorgan for 
the Welsh Office Highways 
Directorate. 

This is the last of three con¬ 
tracts to be let between Baglan 
and Lon-Las to complete the 
motorway between Pont Abra¬ 
ham, Dyfed and London. 

The roadworks consist of the 
construction of about three kil¬ 
ometres of dual two-lane 
motorway and about one kilo- 
metre of slip roads. The project 
also includes the construction 
of about 390 metres of dual 7.3 
metre-wide side road over the 
main South Wales railway line. 

At the western end, the new 
motorway will connect with 
the Briton Ferry to Earlswood 
section, which is currently 
under construction, and its 
eastern end will connect with 
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the existing motorway on the 
Port Talbot bypass near the 
end of the LLywelyn Street via¬ 
duct. 

Temporary traffic manage¬ 
ment measures will be intro¬ 
duced during the contract 
period where the new motor¬ 
way and slip roads join the 
exiriing motorway. 


Upgrading local schools 


South London football stadium plan 


SEVERFIELDREEVE, based in 
Thirsk, has won over £3.5m 
worth of orders. The largest 
from Tilbury Douglas (£2m) is 
for the superstructure for the 
new Millwall football ground 
in south London. 

The. contract involves the 
fabrication and erection of 
about 2,000 tonnes of steelwork 


BusinessWeek 


This week’s topics: 

Rsing St^: Canada's Northern Telecom 
Italy's "Dr. Subtie" Cuts Deep 
Dream Team? IBM, Siemens, Toshiba 
A Top Brain Research Company 
Journey HomeTo A Russian Factory 

Now available at your newsstand! 


BusinessWeek International 
14, av d’Ouefty, CH-1006 Lausanne Tel. 41-21-617-4411 
For subscriptions call UK 44-628-23431 Hong Kong 852-523-2939 


to form four stands and a 
sports complex, together with 
the erection of concrete terrace 
sections and stairs. It is 
believed that this is the only 
new football ground currently 
being constructed in the UK. 

Shepherd Construction has 
awarded a £500,000 contract for 
a new student accommodation 


TO THE HOLDERS 
OF 

Home Shopping 
Network, Inc.s 

5£% Convertible 
Subordinated Debentures 

NOTICE OF DIVIDEND 


NOTICE IS HEREBY GIVEN pennant 
to Section 1206 of that certain Indenture 
dated li or April 2t, 1387 Uha 
‘'indenture') between Home Shopping' 
Network. Inc. (“HSN") and Banker* 
Trust Company, an Trustee (the 
“Trustee"!, pursuant to which HSN 
issued fts &ffv Convertible Subordinated 
Debentures dne April 22. 2002 Ufae 
“Debentures"), that July SO, 1992 tthe 
“Record Date") has been set as the 
Record Dote for the pro nta distribution 
of all oT the capital stock of Precision 
Systems. Inc., a Delaware corporation 
and wboUy-owned subsidiary oT HSN. to 
holder* of HSN’a Common Stock. $.01 
par value, and Class B Common Stock, 
$.01 par vatat The conversion price for 
Debentures will be adjusted as of the 
Record Date to reflect the Distribution. 
Notice of the Ousted conversion price 
will be mailed to recordholders of 
Debentures fallowing the Record Date. 

HOME SHOPPING NETWORK, INC. 
Dated: July 20,1992 


block at Sheffield Polytechnic. 
In Scotland, Severfield-Reeve 
has received two contracts 
from Tarmac totalling £500,000 
for regional offices for British 
Gas and for a retail park. 

In Bristol Pearce Construc¬ 
tion has awarded the company 
a £250,000 contract to construct 
a factory for STC. 


School rebuilding contracts 
worth altogether nearly £4m 
have been won by TAYLOR 
WOODROW companies in 
Leeds and London. 

In Leeds, Taylor Woodrow 
Construction Northern has 
been awarded two design and 
management contracts by the 
city council, tot alling some 
£2.7m, to increase accommoda¬ 
tion at two local schools as 
part of an education reorgani¬ 
sation programme. 

At City of London School for 


Girls, Myton is undertaking a 
£L2m contract for alterations 
and refurbishment. 

The larger of the Leeds con¬ 
tracts. at just under £I.9m, 
involves building work at Tem¬ 
ple Moor High School, Field 
End Grove, comprising extra 
classrooms, music rooms, 
sixth-form facilities, staff 
offices and dining hall in a 
two-storey complex. Facilities 
are bring remodelled to create 
a new drama centre, class¬ 
rooms and new laboratories. 


CONTRACTS & TENDERS 


Tenneco Inc 


HOUSTON. TEXAS 


1992 
IS OUT 4601 
consscuUvs 
yew of cash 
dividend 
payments 


The 1992 mini quarter dividend of 40c per share 
on the Common Stock will be paid September 8 
to stockholders ot record bn August 14. About 
118,000 stockholders wiB share in our earnings. 

Kart A. Stewart, Vice President and Secretary 



£200.000,000 

MFC Finance No.1 PLC 

Mortgage Backed Floating Rate Notes Due October2023 
In accordance with the Terms and Conditions of the Notes, 
notice is hereby given that the new interest rates and periods In 
respect of the subject Notes are as follows:- 

Paytnsm Data fWa% PoymantOM Rwa" 

Mu* iJUresMM*v! «sn ammo bjj^i m«s 

SariaB 2.Uyto0Aupi0tB2 >030 SteteE UJJ*iot3*«WBVZ 10375 

Some BiUrHTAOBMW 10410 Ba teaF WAjrglM jSrfB 


4$dM 

ASAHf BREWERIES, LTD. 

(laccxpoalad in Ix/oa with tented baMnvi 

¥30,000,000,000 
Rooting Rate Notes 
1996 

In accordance with the Terms 
and Conditions of the Nows, 
notice is hereby given that the 
raw of interest for the period 
20 th July. 1982to 18th January, 
1993 has been fixed at 5.55 par 
cent, per annum and that the 
coupon amount payable on the 
18th January. 1993 will be 
$281.028 per now of ¥10,000,000. 


♦ 


THE SUMITOMO BANK, 
LIMITED 

{Agent Ban k) 



Ministry of Environment Physical Planning 
and Public Works 

Thessaloniki Metro Project 

The Government of Greece invites expressions of interest from 
international contractors and operators to form consortia to design, construct, 
finance and operate the Thessaloniki Metro Project. 

93km of new underground line 
Maintenance facilities 
15 stations with retail space 

The Government of Greece has appointed HiD Samuel Bank Limited to act 
as its Financial Adviser in respect of the project. 

The dosing date for submissions is 7th September 1992. 

For further information contact the following: 

Ministry of Environment Physical Planning 
and Public Works 


Td: (30) l 644 9157 
Fax: (30) 1 644 9502 


Thessaloniki 
Dimitrios Georgiades/ 
Nichotaos Stamatiades 
Tel: (30) 31 309260 
Fax: (30)31 311611 


Aibens- 

Cooseannoe Karatzas 


Hill Samuel Bank Limited 

London 


Td: (30)13625020 
Fax-. (30) 1 361 8870 


♦ 

Hill Samuel 


Philip Nias/Julia Prescot/ 
Pavlos SteUalris 
Tel: (44) 71 628 8011 
Fax: (44)71 7963277 


LEGAL NOTICES 



TRADING STRATEGIES ■ 

R IDEAS B 

} Trend Analysis Ltd 

Currencies • Bonds j A 

Energy ■ Metals & JU 

OH Markets — rH— 

Setting The Trend For Others To Follow . 

32 SouthgBta Street 
Winchester 
Hants 5023 9EH 
Tek 0962 879764 

5MnM*Ni 


Currency Fax - FREE 2 week trial 

ci- V Anne Whitby 

Analysis Ud Tel 071-734 7174 

fax.' 071-439 4966 

a MViRA Vtf'noer 


7 Swallow Street. Lcnc’c.i iV 1R 7H0 UK - 
exchange- rjle specialists (or over 15 yc 


To the Ho Were ot 

Stlchtlng Restructured 
Obligations Backed by 
Senior Assets 2 (ROSA2) 

Pursuant to the. Indenture dated as 
of January to, 1992, between the 
Parent and State Street Bank and 
Trust Company, as Trustee, notice 
is hereby given that for the Interest 
Accrual Period July 15. 1992 
through October 14,1992. the rates 
applicable to the Secured Senior 
Floating Rate Notes and Secured 
Senior Subordinated Floating Rate 
Notes are 4.1500% and 4.8500% 
respectively. 


Mo oting d Crodtore pusuart to Sections 96, 
99 .100 and 101 o) The wsoTwrcy As 1388 
DfiSKUBt HANTTURE 
(FHAME5 « UPHOLSTCHY] WTO 
NOTICE IS HEREBY GIVEN praam to 
Section 96 of the hutancy Act 1008 mm a 
Usetrig of Cwftore at Is Bbownamed Com¬ 
pany MB Da nati at The Pataca Hotel. 31 area 
CUntwIard Pace. London wi on 28ti July 
1992 a 1£D0 nan tor the oupases prettied tor 
In Seaton 38 « *q. 

AHd names ana adsesaeg ot 0w stove 
Company's Craters can be hapecM at me 
offices of Latfam Croooiey & Dan. 45 CanUl 
Street London Win 9RJ. between » tan ot 
1 O 00 am md 4.00 pn on the mo buriws days 
pracatog ire Ueedng at Cream. 

OaHd the l«i -My 1992 
Terence Herey Tocgacd 
Dkeckx 


Hi', m mm* ESP 




FINANCIAL TIMES EUROPE’S 
BUSINESS NEWSPAPER 

vous faire part d’un accord publicitaire avec 

LES ECHOS 

le quotidien de Feconomie le plus important en 
France. Une annonce dans la rubrique ‘‘Offres 
d’EmpIoi Internatiooales”daiis le FINANCIAL 
TIMES et LES ECHOS augmentera de fa?on 
substantielle 1’impact de votre message sur les 
cadres dirigeants en Europe. Cfaaque semaine 
les anno rices paraitront dans les Echos ie mardi 
et dans le Financial Times le mercredi (le 
vendredi dans TEdition Internationale du 
Financial Times). Poor de plus amples 
renseignements, veulilez contacter: 
STEPHANIE COX-FREEMAN 
071 873 4027 


Pm£m to otottkXy daiaraitod to to 

Eumn at me owon a n Booing nu 

MltoM vfvgnH, 

m England im Vtuea 
ft o tU a to Wet hi M tea te Tnteg 
7 WUCCa WHS teflOGU 

pm Pool Pom 
us new pureaau bwciu** a**U>8 


Pfieaa to aHcmm OaumiiN Ur 
ourpoMa of B* OUOicliy pMng and 
a Hama-1 anagama 
n EnateU ana Wam. 
t wi tete W FMMtulorhaaaB 
Imtooxsarf oa TZStK 

Pool Root to 

HI Mr owcMU pumoas Mia 



Prteaa ara Oatmanwl to mr, «aun> n mm* 
bianr, tor non' partoa Pncoa ara n mw par 
mag a —onaur. rowwaa to two ooant) aiacaa. 
To eoavan prteaa w panca par kUcvaNau aw 
pa d m a r pom atouta Da m o.aa dm praca to me 
■an. ag ciaparuwb uumn tMipntwa 
ptoatuon to am pawnnnaaon J pool prteaa la 
maria n na Pootatg ana Banamn Apraamoroa 
ma> ga ia ra am naamatn a to ataartcn, part 
■o Engteu am Welaa Tl» Pool Pwcxaao Prca * 
M Ma ot na matortt, ot paamanu raaria u 
genar a toa ir raapa a ai amcriicjt, iraaad gaoupi 
pie pool. It* caucatom at pool pacaa aiingUt 
canpiat p ron to am oroaua el wtaai ■ nmact 
IP raateoa or oorrocMon uaiil hnai pod prteaa ara 
ppaa w a ia aa appnjnmjran tmmrttur oaya arta* 
riw pay oi piping Aecoromgi,, 0— „ p B 
pooplHMy ot amii ravMion anon, conemuc no 
ratooea mm*) oa piacae i*m prtMaasnal pool 
prteaa to any oay Doing to aam aa nml pot* 
prtCM to aid oay Anal pod pram aia alao 
capteie of rarwton Pool Sailing Pnu a to pden 
paM by pwersaaro d amcnony unooi to pool 
paoing arrangotaoBt a h la oapanOam upon to 
adarnonatlon d Poor Pantoao Prtca Furtor 
Ir O o r moao n on PM prkn la taMSao or- bamri 
a to Pod bv NUC Saatonama Urawi Anyone 
rrlahmg lo r*ca»o auen mionaaltoi abonio 
ca lap no no dHS-<mth potwean t-Sflam a no 
i 15pm Me m, » Friflu 

“hoc Seaeraorra Lmtoo nte 


Prioaa vo datemainaa to way haiHnvr m eaon 
tvaniy-toii nou> partao. Prteaa ara m poonoa per 
magswatooar. rovariad la mb pocIdbj ptacaa 
To unvoal prrcaa H panel pm anpvanltori to 
oadoup point mould be ithmo dm Plata a> to 
lan. ag ci(.M,U«ni eacsmoa 1 ettelKWi. 
Piovtatoi to to oerotmmauon d pod pncoo la 
pibm In m pBoirns ana a attt M wvn Agraomam 
nhen ggaarn to oparmon d to decvKio pool 
m England am vraiaa Tha Pod Pwcftaea Prlca « 
to baaia at to matoniy or pa,«araa aitr u 
genai a i e ta m roppaei at alaeincn, badad dwougn 
to pool. Tha cawdadon of pod Men la a ngnly 
mmW ai protaaa am pracvcJ d noi la audad 
lo fedMan or earrpenan unci pail pad pneaa aia 
aotonanad appioiimpiaiv raariiyUur aoyi ana. 
uia pay at baaing Accordingly, oua ic< tbo 
poaasabiy o I nan lavtaior and/or corracttev an 
renanto mould pa piacod icon piorHlaral god 
prltaa to any day Mac to lama aa Ifeiai pool 
prteaa ier am oay- that pop prteaa ma rte 
capdda d levaira Pod Sating Mea h to prlca 
pad by ouirnaaara d alacPteiy lauar to pod 

vadng arrangofnanra n a doorvazorn uppi to 
datomtatton or too Pumhaao Pnea Furtor 
VPormaltoi on pod Prteaa « voudad on bahaH 
of to Pool by NOC Sa aton an n Urallao. Anyona 
Mining 10 recalva audi intomatlon anould 
lelapnau oeta-atales bat-nap i-Vin ana 
5 Item ItePar la Friday 

»K Sdsamaraa Lorwtad IMS 


F©KUS Bank y'l/S 

tlnoorparulM «i tha Kingston ot Noway with bnrtod BjDHHtf 


U.S.S30,000,000 

Boating Rate Subordinated Notes due 1997. 

Holders of Boating Rate Subordinated Notes of the 
above issue are hereby notified that for the Interest 
Period from 21st July, 1992 to 21st October, 1992 
the following information is relevant: 

1. Rate 

of Interest: 5.25% per annum 

2. Coupon Amount payable on Interest 

Payment Date: US $134.17 

per US $10,000 Nominal 

3. Interest Payment 

Date: 21 st October, 1992 

Agent Bank 

Bank of America International Limited 


INVITATION FOR BIDS 


Loan No 
File 

Order No 
Date of Issuance 
Bid Submission Date 


: 2602-TU 
: DB.TGTCY J 
: 106-SEPT-TM/9105 
: 20.7.2992 
: 3.9.1992 


1. The TURKISH ELECTRICITY AUTHORITY, hereinafter 
referred to as TEK. has applied for a loan from the International 
Bank for Reconstruction and Development hereinafter referred to 
as the WORLD BANK in various currencies equivalent to 
USD 140 million towards the cost of Power System Operating 
Assistance Loan (TU 2602 PSOP) and intends to apply a portion 
of the proceeds of this loan to eligible payments under the 
Contract for which this Invitation for Bids is issued. Payment by 
the World Bank will be made only at the request of TEK and 
upon approval by the World Bank and will be subject in all 
respects to the terms and conditions of the loan agreement No 
party other than TEK shall derive any rights from the loan 
agreement or have any claim to the loan proceeds, 

2. The TURKISH ELECTRICITY AUTHORITY now invites 
sealed Bids from eligible Bidders for supply of I each 21/400 kv. 
345 MV A stepup power transformer. 

3. The Bidders are free to quote on single or several items of the 
bill of Goods, as well as the whole of them. Items shall be 
evaluated separately. Those Bidders who offer to supply more 
than one item shall assure the validity of their deliver}' schedule 
in the case that they are awarded for several times. 

4. interested eligible Bidders may obtain further information from 
and inspect the Bidding Documents at the office of: 

TURKISH ELECTRICITY’ AUTHORITY' 

General Management 
Commercial Affairs Department 
InonO Bulvari No: 27 Kal: 1 
Bahqehevler Son Duiak 
ANKARA/TURKEY 
Telex: 42245 tek tr 

5. A complete set of Bidding Documents may be purchased by 
any Interested eligible Bidder on the submission of a written 
application to the above office and upon payment of a non- 
refundable fee of 300.-USD or 2.000.000 TRL 3t the following 
address: 

TURKISH ELECTRICITY AUTHORITY 

General Management 

Department of Finance 

Inonu Blvari No: 27 Kau4 

Bahqelievler Son Durak 

ANKARA/TURKEY 

Those Bids submined by the Bidders who did not purchase the 
Bidding Documents shall be rejected. 

6. All bids must be accompanied by a bid security in an 
acceptable form of not less than i% (three percent) of the bid 
price and must be delivered to the above office on or before 12.00 
hours on 3.9.1991 

7. Bids will be opened in the presence of those Bidders 
representative who choose lo attend at 14.00 hours on 3.9.1992 at 
the offices oft 

TURKISH ELECTRICITY AUTHORITY 

General Management 

Procurement Commission 

Indnfi Bulvari No: 27 

Ground Floor Block A 

Bahgcelievler Son Durak 

ANKARA/TURKEY 
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WORLD STOCK MARKETS 
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835 579 BIC . 

1194 1003BSN ... . 

420 300 BNP Cert Imr.. , 
529 342 BancalreCi* 

3 350 2 400 Bongraln 

684 515 Bouygues . 

1.295 945 CGiP . . 

1.235 983 Canal* . 

339 235 50 Can Gemini S 


1992 

High Law July 17 

234 180.50 AEG . 

745 635 AGlna&vetk. 
980 770 AxhtnMd'fegl 
2 328 1.996 Alllan? AG .... 

704 56030 Aiunatnd. 

919 601 Asko . . . 
730 500 AskoPrt 
25430 223.60 BASF . 

285 170 40 Badenwerk 

30680 271 Bayer. 

41330 364 Bayer-Hypa ... 

619 477 BMW(Br). 

438 396 Bayerveronwbk 
815 760 BelendorF 
285 231 Berliner Bank 
129.80 UL50 Berliner Kraft 
457 401 BHF Bank.... 
1.02b B29 BUI. & Berger. 
1.095 830 CaltxiU Kavem 
611 510 CsioiUKautroPI 
27450 250 30 Commerzbank 
28350 20530 CanUnmtal AG 

590 448 0LW. 

81600 727.80 Daimler-Benz 
15830 108 OeckHtFrl 
377 283 Deyitssj 
187 141 Doiucfee Babwk 
740 670 Deutsche Bank 
170 140.50 DidleroWerke.. 


ITALY _ 

1992 

High Law July 17 _ 

4.360 2540 Banca Comm .. 
5 850 4.260 Banca Hal Agrtc . 
5410 3.690 Banco Larlano.. 
173 101 BanugHRBS . 

14 300 10.905 Benetton. 

9.640 4.24i) Bingo fCartier!) . 

1974 1 465CIR . 

74830 418 Caffaro Spa .... 

2 970 1 620 Omentir. 

2.100 1.399 Cigahowl. 

2250 1.810 Caflde Fin .... 
ZJ30 1.340 Cred 110Itallana .. 

7.680 5.980 Oanlell&C_ 

1.399 1.150 EnlCJwm . 

1.835 1.360 Ferruul Fin . .. 

3.799 2.870 Flat PrlY . 

5.500 4.640 Fiat . 

5.260 3.300 Fid is . 

[7 550 b.450 FiaaniAqrolnd .. 
32.090 24 500 Fandlaru Spa .. 

1,440 1.008 Gemlna . 

31.650 26.750 Generali Aulcur.. 

3.085 2330 G< lard mi. 

14.150 10.500 IFIPri*. 

5.412 4.285 Italcable. 

17.769 9.610 lukementl. . 

3.620 2587 lialgas. 

14 880 9.290 UoydAdriatico . 
875 652 Mogneu Marti! 1 , 

15. BOO 12250 Mediobanca. 

030 1.185 Montedison .... 
3.320 2.400 Olivetti . 

4.800 3 940 Pirelli & Co .. 

1.484 1.181 Pirelli Spa. 

23 000 14 200 RAS. 

6.950 5.552 RlnascentelLa)... 

7.565 4,400 SASIB.. 

1.565 1,062 SIP. 

7.700 5.600 Saffa A . 

1.770 lJlOSafpem . 

12300 lA.350 San Paolo. 

11650 7.650 Slrtl Spa. 

883 534 SMI.. 

1290 985 Snla BPD. 

2410 1,550 STET. 

24.600 16820 Toro Asstcur. 

28.400 18 010 Toil Franco. 

10.850 6.300 ilnlctm. 


20 8 Pro ronk Bt Fite 

125M 95 Dyno Ind. 

U8 58 Elkem Fiee ... 
187 143 HrttolpAFne 
230 ib3 Kuaemer Free 
90 58 LeiFHoegh .... 

8 2 Norsk Oata A 

179 134 Norsk Hydro- 
130 91.50 RmteSlogAFnr 

18230 13650 Orkla Free. 

102 74 Saga Pel A Fm 
100 73 SagaftlBFm 
5 70 1.50 SkaugenilM). 

136 92 StorllB . 

68 28 UMSurdrati Fm 

160 1.40 Unllor. 

97.50 54 50 Vard. 




NETHERLANDS 

H35 

High Law July 17 
47 80 42 lOAtlMnnlMbi.. 
37 30 ACFHldOepRro 


65 20 59JO AEGON 
89.20 7b 40Ahold ... 


1166 ZD 126JOAKZO . 


SWEDEH 

1992 

High Low 

325 275 
398 280 
398 Z77 
620 524 
602 502 
334 235 
289 225 
149 103 
164 115 
280 247 
194 1J5 
153 115 
273 185 


AGA8Free.... 

AinA Free. 

Asea B Free .... 
AKraAFre... 
Ann B Free ... 
Atlas Copco B. 
QnrotaBFrW - 
Erlcnoe BFrte... 
Esselte B Free... 
GambroB Free .. 
lacmiie B Frw .. 
iRTMior A Free . 
HoUDMbFn — 


SOUTH_AFRTCA_ 

1992 

High Law July 17 

11 JO 9 ABSA .. 

10J0 7.80 AECJ. 

125 95 Allied Tech . 

130 100 Anglo Am Coal... 
152 110 Anglo Am Carp ... 
251 185 Anglo Am Gob) ... 

92 71.50 AnglovMlN. 

60.50 49 Barlow Rand.... 

3450 22.50 Buffets. 

30.50 24 50 CNA Gallo. 

96 25 80.75 DeBem/CMeny _ I 
755 5 Decimal Gold . I 

44.75 36 Drlefonteln. 

7 4.20 East Rand Gold... < 

27.75 15.75 Elasdsrand GoM .. 

45 38.50 Engen. 

67 JO 52.50 First Nat Balk ...: 
34 JO 26.25 Fire Sub Cm tdd _. 

13 10.30 Gencor. 

88 63 Gold Fields SA ... 

16 JO 11.40 Hartebeest. 

14 70 10JO Hlghmld Steel. 

2.07 1.21 ISCOJf. 

46 28.75 Kinross Gold .... 

3625 24.75 Kloof Gold. 

3.20 1.75 LlbanonGold ... 
47.90 3625 Liberty UfeSA ... 

38 31 Malhold.... 

19 15.60 Nedeor. 

10 725 0KBazaara. 

82 60 Palabora Mng.. I 

4550 33 Premier 6p.■ 

2955 24.50 RembrandtGrp...; 

20.75 17.40 RwbrwRCDUl : 

86.25 58.50 Run Plat -.i 

101 B1 SdMwtMi ~ < 

U-50 825 Sage Bids. 

135 110 South (OBi Urt .. i 

61 50.25 SA Browers .! 

37 JO 27 SA Man Amcor 

48 38 Tiger Oats- 4 

25 19.75 Tongaal Hotel... 1 

236 171 Vaal Reefs...... J 

155 84.90 Western Deep... ( 


JAPAN 


AUSTRALIA (continued) 


1992 

High Law July 17 


Price I 1992 Price 

Yen [ High Law July 17 _ Yen 

2.436 1 710 Jaoan Radio .... 1.720 

600 370 Job* Steel Worts 446 

1.220 800 San* flan ., 930 

601 410 JapnSn father.470 

2,030 810 Japan Wool.886 

b4S 490 Ju]o Paper.500 

1.760 1,400 Jusco.1.460 


Price 1992 

Yen High Law July 17 


402 
1.11 
430 
809 
674 450 
2.680 2.U 
2.000 950 
2.300 1.0 
1.250 950 

s: 



High Low July 17 


80 
50 
22 
164 
90 
60 

65 0 28 
15.22 
058 
0.62 
308 
4.41 
2 



.90 

49 5J 

87 21 

25 9.: 

60 3.: 

50 X. 

6 .' 


Prior data fuotUM Cy ratoAurs. 


UjwCtoaa cratg Mta Stock 


CANADA 

Mph UwrCtooa Chog stadt 


Wgh LowCtoar O-W 


Sotos Stock 


HFflft *■*»< 


TORONTO 
4.-00 pm prices July 17 

iluoutans in oents untasa morhod J 
asoo A6HM Pr 1 Siafa lST# I5>» 


»«»> “'S’Sit S ’ssssys Si >i « 

SSgSS?r “mm OMU*** 


106300 AonkoEa uSSfa 6 6H 
73400 Air Cda $S1| 6<t S 1 * 

0400 AJbm En idiaL IJig 13*4 
2500 ARMlOu S131» 13 1314 

21JWO Alcan At 5254 Mil 24le 
766000 Am Barr dS3St| 34V 34J, 
244900 Aloo Q 1 fill. 11>i 111. 


70000 DonMan A 33 » ® 

4400 Dorian Oil SH 

44000 DohUico SJ* 13* 13' 
1400 Daman T« SO' O' O’l 
MOO Domtar Inc 57 7 7 

7500 Do Pont A 343li 43' 

104000 DmoAc* u33S 310 3M 


08700 Eds Bar H *{■ fJ* 

3000 Emep LM 56 It O’* Bit 
3100 Emplra x *10' JO' 10' 
37TQQ Euro Man uftSV t8' 19' 


I Bh Montn 947' 
I Si Nan Sc 523' 
I BC Sugar A no 
I BCE Inc 547' 
I Balmoral IS 
I BOR A $7S| 

I BaMfOlaB c STS' 
I Saw Valley SI 1 
I BP Canada 513' 
) Bramaloa Bl 
I Dragoon A gif' 
I Breakwater 47 >2 
I BC Tel 570' 
l Bnmcar uSiBV 
I Brunswick sio 


46' 47 

22 ' 22 ' 

9' 10 

46' 46' 
12' 13 

7' 7' 

IS' Id' 


11000 FF1 LM MS =“ 

12800 FohnstlvVro «' 8' 9 

2300 Finning f3' WJ J3J 
100O Fit Men A *10' >0' 10 ^ 
2500 Fonts *»}» ® “ 

55100 Four 3»n 5l6' 17' » 

16900 FronpoNev «S30' “ 


1 MackWUM 
l Macro Bl 
Magna MA 
> Upl U Fd# 

I Marti TOT 
i Mark Ree 
\ MOSMhB 
1 M4taH Min 
Ulanova 
: MluH Cory 
Motaon A 
1 Moot# Cory 

1 Mucooctw 


sety e' 
SIB' 17' 
529' 20' 
SIS' 16' 
SIS' 19' 
485 480 

S14' 14' 
S13' >3' 

see' M' 
193 105 
3M' «' 
572' 22 

B 8 


S' 

17' 

28' -1' 
16' 

19' 

485 45 

14' 

13'. 

>5' 

ISO -0 
32' -' 

22 ' 

8 +2 


Scagfca M 
1 3cadP»P*F* 
l Scan HOB 
1 SaogamCo 
1 Sears Cm 
SMOCen A 
1 Sherris 0 

1 sw. sy*» 

! SMC Group 
I Sonora GU 
1 Soutftara 
1 Spar Aaro 
f Stake A 


35 5) 

310 IS' 
ji*' „ ; 4 
334' 34' 
38' B 
S42 41' 
38' S' 
39' 9 

SIS' 11' 
20 ie 
IIS' 19> 
SIS' >S' 

400 380 


34 -J 
15' 

14 

34' 

a 

41' -h 
S' 

9' 

11' 

20 

15' 

IS' 

333 *4 


12 12 
d70 72 

(S' IB' 
43 45 

10 ' 20 ' 
IB' 10' 
O' S' 


asntO QauteUc »' ' a \* 

23100 GandM A *11 ^ 

TMOOGUimeQM «6 

6000 Orang"* .I? J? 

WOO GlW UteCO 314*1 14' 1*' 

39600 GUI Cda H S5' S' 6' 

400 OW utlta 36 S' S' 


70600 Nfl BK Cm 
46800 Ftmlnd A 
3900 NorandaFor 
160000 Noranda 
200 HorcnO.12 
46800 NorcnMVlB 
L2STQO N8i Tola 
20000 Northgata 
602900 Heirs Corf 
7000 Nowscp W6» 
5400 Numac Oil 


B' ‘ "J* 

fl' S' +' 
7' L 

18' W' 

25 50 , 
21 21 

48 48' -' 

n as 

8' fl«* 

6' «' 

480 48» 


\ reck 8 
1 TeUflloM 
1 Thoowon 
I Tartar Bk 
I Tantar B 
iTattiPNAm 

1 TrvroAtu 

1 Trtracafl P 
I Tnirwe 

I Trtzac A < 


iOB 2i' 
Sl2' 12' 
SIS' IS' 
118' IB' 
HZ' 22' 


uSM’v 13' 
317' 17' 
57' fl7' 
445 445 


22 *' 
12 ' 

19' -|l 
IB' 

22 ' 

B5 


,;i - 

17' 

7' 

445 


TOO UAP A 117' 17' 17' 
500 UnranCm SIS' 19' IS' 
■00 UnteadCorp 338' a' 28' 
* BOO UfdOomJnd Sit' II 11' 
71333 wwo 57' di' r' 


23100 CAE bid 36' 8' O' 

122600 CaroUnr uStO 6' 10 

9100 CamorWga sis' di5' 15' 
900 Canrooo SIS' 16' 16' 
XOOO Chaff Hoe 58 56 » 

96100 CantmpBk S26' 27^ 26 

1300 Can OcOd S27H 27' 27' 
269BP0 Can Poe SIS 17' 17' 
600 Can Tiro no' 19' is' 
94300 CanTlro A SIS' 18' 18' 
35706 Can IW A *21 20' 21 

2200 On Udr B oCi' 21' 21' 
200 Censnuuc 29 29 30 

4300 Cantor 528' 26' 28' 
200 CnPcFomt 526' 26' 26' 
9000 Cara Op 445 440 445 

1600 Caacadoa 38 6 6 


HorrisSt A 
Hawker Sid 
Haas Ind 
1 Keanu QoM 
HolUngar 

1 Han» on 
1 Horsham 
Kudb8av*US 

Huwmiflai« 


m & Ji 

sii' 11 «' 

510' 10' 10' 
SIO' 10' 10' 
SIS' 15' IS' 
SB' 9' O' 
SS' S' S' 
526'd26' *' 


21200 Imeaco *36' 3S[* OS' 
37800 imp OH “ J «J 

226000 Inca 537' 37' 37' 

96800 mi corona «sa S' S' 
12800 IntprvPJpP Sf® gJJ 

28400 Imrom Onr S34' 2 * 24* 

2300 Ivaco A *40 440 440 


Oner Corpx uS8' 

! Oahaw* A S20' 

1 PWA Corp 36' 

\ Pagurian A .320 
1 Pancdn Pat 523 
i Pogasus usis' 

1 Pioneer Ml 17 
I PtaMrOoma uS<*' 

■ PocoPec 486 
R awer Carp SIS' 
Power Rn uS2i 
Quebecnr A 314' . 


8 

20' +' 

S' 

320 420 
29 
19' 

18 

1 * +v 

439 +3 

16 

20' 4J« 
1«' 


23400 Viceroy Hi 490 480 460 -Ml 

87200 Wcoul E 318' 18' 16' 

3300 Warn Oeo 337' 17' 37' 

144000 VY1C 0 *14' . « V4' 

1 - MO voting rights or raatfetad ctttaQ righto 


MONTREAL 

4.-00 pm prices July 17 


27000 SaaOrttofl • IIS' is' 


2600 Jannock. SIS' 19' 19' 
«0K^tAS.9 SI4< «' I*' 


Hangar OB 

Hayrack 
ffeed Sun 
Hilton $» 
Ren'nenca 
topVEM 
Hla Atgen 


200 Caunesg 343' 


30200 Coni Cap 

IB 

IS 

15 

-4 

900 OnepiCifei 

310 

306 

306 


16800 Cnbl Fd A 

u4S8 

480 

495 

*03 

18800 Canrinco 

*83' 

22' 

23 

-H 

5300 Copuiatoq 

46 

■M3 

45 

*5 


106000 Laban M7' 2J' 
482400 Lee Mlnla u»' 9' 

300 Lafaroa S'®' J®!* 
15000 Laldlaw A Sll' ;i' 
190200 Laldlaw B SH' 

1200 Lauram Bk S'* '7' 


2F' 2 7h 
9' 9' 

16' 18' 
11 ' 11 ' 
II' II' 
17' 18 


I Hofl u nroto 
HoyaBkCan 
Hyi OrirMp 
RyfTruaioo 


B' S' +J« 
8' 8' 4-' 

27' 27 

17 17 -Hi 

13' 15' +' 

- 330 339 

17 - 17 

13' 13' 

88 SB 
25' 25' -fa 
2 Ml 220 46 

S' 6 


61900 CamWor tgiO 9' 
13400 Canhnp Bk 326' 27' 
1000 CardAeroml SIS' M' 
12000 Caecartoa *®' ® 


9' +' 

26' +' 


16>« 

a 


2100 OoaHoTH a 36' S' 
1300 MactoaeMni *12' 12' 


82300 NatSk Can S9 B' 
800 Quetweer A uSU' la' 


8' 

I*' 


4700 rotogtot-k 313 «?' 
17300 Untvs *7' 47' 


10400 Wdaotron S17' 17' 
Total Salas 12510.400 shares 


INDICES 


NEW YORK 

DOW JONES jui jut jul 

_ 17 16 15 

Alndustriah 3331.64 336163 3345.42 


10U7 10152 10L19 


1302.88 1312J6 U17.64 


22108 220.77 220B9 


Jul _ 1992 

14 HIGH LOW 

3356JI 3413.21 317Z41 

11/6) O/U 

1015.7 10152 98.41 

(16/7) 120/3) 

131129 1467.68 1277.65 

120/2) 06/6) 

220J8 225J9 200.74 

E3/1) (8/4) 


Since compfladon 


AUSTRALIA 
AS Ubartes D/l/BD) 
All Hlwng 0/1/30) 
AUSTRIA 
GredStttfci 
Traded Mb 


16295 16395 16367 1638.8 
72L8 7219 7212 7225 


35284 358.17 35R% 360.97 
84759 86154 86QJ1 863.86 


1235.40(2/6) 


STANDARD AND POOR'S 

CmpasHet 413J2 81734 417.10 


Wi High 3399.74 (337558) Low 3308.14 031*671 


315.16 31825 3X7.61 51781 I 36529(15/1) 


488.27 49053 489.62 


3550 35.07 3652 


NYSE Congmtte 22051 229.49 22920 


Aim Mb. Value 36655 38854 38657 


NASDAQ Composite 57031 576.19 575.47 


41758 420.77 

(15/11 
490.19 49927 

05/1) 
36.64 36.65 

_ 110/7) 

22951 23155 

(15/1) 
38658 418.99 

( 12 / 2 ) 
57521 644.92 

02f0 


ftBCOmLCttlUm 


73541 «5 90Q4/2) 


Jut 10 Jun 28 Jun 10 year ago (approx.) 


Dm lodusthal Dh YWd 



S & P Industrial dlt. yield 
SAP1MI. P/Entlc 


year ago (approx.) 

Z% 

16.95 


NEW YORK ACTIVE STOCKS 


Stocks Closing Change 
traded price on day 


TRADING ACTIVITY 

t Volume MIH 


JAPAN' 

mu 06/51991 

Tofag X fTogft) I4A/601 

anataewi/M 

MALAYSIA 

USE CgogncRt (4/4/B6) 


1654857 1698756 17116.% 17064.63 
127U8 129054 129054 1294.15 
T HM17S DM1 it UB9.65 1886.78 



60553 6UJ4 61256 617.94) 61956 QO/ZJ 


MlfDons 

Jul 17 Jui 18 Juf 15 


C8S TlLROLGeeXEM I960 
CBS A1 Sv (End 1981) 


2MS • 2»7 299J 298.4 
20U 2841 2043 203.9 


5,920,200 94* 


Digital Equip 3510500 43' 4- 2V 


MHCFIn 

Telefooas 

Coca-Cola 

BmT&T 

(Wsp 

Gn Mohn 


3.071500 11 

1312.900 48' 


187320 206.040 204.960 
10577 -10523 1L423 

(u) 172589 169J83 


66772 67859 678.74 66376 


2029.400 40' + ' 
2.115200 44' - ' 


2,039,000 9' • ' 
1,945500 40% - ' 


PWlIp Morris 1,729,600 78% 


1507,900 19 


NYSE . 
hoe Traded 
Rises 
Fall* 

Unctaoged 
New Klghi 
New Lows 


1*49.48 145150 1428.41 1437J9 


2.275 2289 ZJ02 

611 880 904 

1.040 B12 004 

624 597 . 594 

60 86. . 114 

18 .21 18 


416.99121/1) 


SOUTH KOREA 
Korol Cdrip El M/I/TO 


5I4J9 51161 5MJ.9 527.08 1 6915800 



266J1Q8/2) | 22134113/7) 


WL430QJ/S l 877500/7) 


539153 000) j 4268J7 


SET 00/4/75) 


M(Uh & Minerals 
Coroojtt* 


3179.63 3199L5 319454 3210J6 323857 06/1) 

3463.00 347530 347203 344307 366650 Qi/U 


28285b (8/4) 
331800(8/4) 


M3 CqtUl B) 5Q 2QT 

faro Tor-100 06/6/90) “ 


TOKYO - Most Active Stocks 

Friday 17 July 1992 


Stock* Closing Change 
Traded Prices on day 

Matll Milk_ 3.8m M3 -34 Malll 

MUaulMln_ asm 382 *-2 MKac 

Tatya Ftohery. 2.1m 47g -7 Grw 

TMtnba Carp.... 2.1m Mr -13 Ntpor 

Uttsul Eng_ 15m 388 -12 NPN 


ige Stocks amino Change 

dW Traded Prices on day 

-04 MalJI Stoka- 1.7m . 888 -20 

+ 2 MtonibtoM Hvy ... 18m 540 ■* 

-7 Groan Croas... I5n 1540 -50 

-13 Nippon Mining . ij*m *60 -11 

-12 NPN Stool- tom 277 -2 


SUBSCRIBE TO 
THE FT TODAY 


IN LATIN AMERICA CONTACT YOUR NEAREST AGENT 


Buenos Aires 

Bogota 

Guatemala 

Guayaquil 

La Paz 

Lima 

Managua 

Mexico D.F. 

Panama 

Quito 

Rio de Janeiro 
San Jose 
Sao Paulo 
Santiago 


Publicaciones SA 
Interamerican Press 
Publicationes Internationales 
Durlar Ecuador 
Durlar Bolivia 
Durlar SRL 

Revistas Internationales 
S.E.M. 

Miami Express 
Durlar Ecuador 
Synchro 

Agenda de Publicationes 
Synchro 

Durlar Chile Uda 


Phone 
(1) 276661 

(1) 256-6096 

(2) .317007 
(34) 355246 
(12) 366887 
(14) .758025 
(52) 72-066 

(5) 207-8100 

(7) 26-2886 

(32) 565016 
(21) 290-6747 

(6) 59-5555 

(11) 579-6482 
(2) 632-3037 


Fax 

331-2136 

236-9734 

367203 

321266 

390710 

759589 

72-066 

208-3979 

26-7512 


p 


ii 




290-6111 

59-9491 

578-9754 

632-4965 


FINANCIAL TIMES 

EUROPE’S BUSlNESStifiWSPAPER 
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FINANCIAL TIMES: MCWpAY JVLY 20 1992 

| FINANCIAL TIMES SURVEY 

INTERNATIONAL CAPITAL MARKETS 

• • • • : . _ Monday July 20 1992 


Bank lending last year fel| because 
of the economic slowdownjand the 
prospect of new rules <>*1 capital 
adequacy. The vacuum Has been 
partly filled by the bond;markets, 
which grew dramaticalfyduring the 
1980s. Richard Waters'reports _ 

Changes of 



T WO FACTS stand oat 
from the shifting 
patterns of' 
international - capital 
flows on the financ ial map; tti& 
crumbling or international 
bank credit, and the expansion 
of bond markets. 

The fall-off in hank leading 
reached a critical stage last 
year. For the first time since 
records began, international 
bank lending actually 
contracted. Cross-border 
lending fell by 1 per cent, or 
3102b n. This was all the more 
notable, given that it followed . 
six years in which bank 
lending had grown by more ' 
than 10 per cent a year,. . . - 
The reasons for 
retrenchment in the banking 
industry . have been 
well-rehearsed. Banks around 
the world need to bolster their 
resources ahead of new rules 
on capital adequacy, developed - 
by the Basle Committee of 
banking supervision, which 
come into force from the end of 
this year. That has involved 
concentrating on profits and 
cutting back lending 
undertaken at unrealistically 
tight margins during the 1980s. 

At the same time, the 
worldwide economic slowdown 
and a near-collapse in property 
values in several major 
economies have hit bank 
balance sheets hard. 

The effect has been most 
marked in Japan, where falling 
share prices, a' property 


collapse and a slowing 
economy have combined to 
deliver .a nasty shock, to a 
banking industry which had 
grown bloated on cheap 
deposits... 

By the end cif 1991, Japanese 
banks accounted for 31 per 
cent of oatstanding 
international bank loans, well 
down from the peak of 38 per 
cent hi 1988.. 

In spite of this retrenchment, 
there are few signs, of a credit 
crunch. Economic slowdown 
has so. far stunted the demand 
for, new credit In its latest 
annual report, the Bank for 
International Settlements, the 
international bankers’ club, 
blames high debt levels in the 
private sector for the 
retrenchment 

;• “In most countries the credit 
slowdown appears to have 
reflected more a decline in 
demand for borrowing than an 
inordinate reluctance of 
markets to grant credit," it 
concludes. 

S mall and medium-sized 
companies, whose 
access to credit has 
been cut off most sharply, may 
not agree with this relatively 
sanguine view of credit 
conditions. 

Also, fears remain about the 
extent to which banks would 
be able and willing to finance 
any revival in the world 
economy. ■ 

Part of the vacuum left by 


banks has been filled by the 
bond markets. The growth of 
the international bond market 
was one of the most notable 
financial phenomena of the 
1980s, as private sector 
borrowers in particular moved 
outside the narrow contralnts 
of their domestic capital 
markets in search of the 
cheapest possible borrowing. 

By the end of the decade, 
companies had tapped the 
international bond market for 
the equivalent of more than , a 
fifth of their total bond market 
, borrowings. ... 

The bond markets paused 
briefly alter 1986, as banks 
seemingly strove to outdo each 
other in financing the dizzying 
rise in property markets and 
the leveraged boy-out craze in 
the US. 

Mow, though, bond market 
lending has returned to its 
sharp upward course: in 1991, 
new international bond 
flnanring (net of redemptions) 
jumped to $17lbn, up from 
$l32bn the year before. That 
pace has been sustained so far 
this year, with the rate at 
which new bonds are being 
issued slightly above that in 
the first part of 199L 

The debt overhang of the 
1980s overshadows much of 
this activity. 

The bond markets have been 
pressed into service to help 
refinance expiring bond issues, 
reckoned to amount to some 
glSObn this year, with a further 
$270bn doe next year. 

A quarter of this is 
accounted for by . equity-linked 
issnes, which provided a 
steady and cheap source of 
capital for Japanese companies 
while the good times lasted. 

High long-term interest rates 
have helped to attract 
investors to the bond markets. 
US dollar bond rates have 
stayed high, despite successive 
reductions in shorter term 
interest rates to give a boost to 
the flagging economy, while 
European rates have been held 
at a high level by the 
Bundesbank's attempts to bait 
the escalation of Germany’s 
money supply. 

Those conditions look likely 
to remain constant for the 
foreseeable future. 

Stock markets, meanwhile, 
have, staged their own 





nustraiton: Robin MacFartan 


they were quick to come back 
to the stock market to try to 
repair some of the damage 
when the time was ripe. 

Circumstances have now 
changed. In the first five 
months of this year 
international equity offerings 
reached Sllbn, higher than the 
same period in 1991, as a 
growing number of US 
companies added international 
tranches to their stock issues. 

Latin American issuers also 
returned in greater numbers 


side-show as international 
equity investment has picked 
up - though market 
conditions have deteriorated 
rapidly in recent weeks. 

Little more than six months 
ago, international investors 
still believed that Japanese 
share prices had reached rock 
bottom. 

. Foreign money poured into 
the Tokyo stock market - 
around 347bn in all in 1991. 
Other major stockmarkets also 
experienced a new wave of 


foreign investment, reversing 
the trend of the previous year, 
when foreign participation had 
shrunk in all areas except tbe 
European Community. 

As share prices have lifted. 
US companies have taken the 
opportunity to become net 
sellers of shares for the first 
time since 1983. 

In the Intervening years, 
stock repurchases and 
leveraged buy-outs had 
persistently eaten away at US 
companies' balance sheets, and 


both to the international 
equity and debt markets. But, 
led by US fund managers, 
investors have since become 
increasingly wary of current 
stock market valuations, and 
issuing volume has fallen off 
as a result 

The boom In international 
securities markets - and the 
continuing strong growth in 
allied derivatives markets - 
have made it a profitable 
period for many bankers and 
brokers. 

However, two factors suggest 
that the future is likely to get 
considerably tougher. One is 
the over-capacity in the 
financial sector, which has 
persisted well beyond the boom 
years of the 1980s. 

The other Is the increasing 
attention of regulators, 
concerned to get better control 
of fast-moving international 
markets. 

The excess capacity in some 
parts of the securities industry 
has been apparent for half a 
decade, since the deregulation 
of national markets cut off 
many intermediaries' 
traditional sources of profit. 
Japanese securities firms are 
under tbe severest pressure to 
retrench, having seen 
commissions on domestic deals 
- the fuel that has kept their 
massive corporate machines 
running - dry up. US 
securities bouses, which until 
recently were enjoying one of 
their best-ever periods, also 
face a difficult time as equity 
issues tall off and uncertainty 
takes hold of the markets. 

A consolidation in the 
securities industry 
could be hastened by 
new capital adequacy rules. 
Capital regulations have 
already helped to precipitate a 
retrenchment and mergers in 
the banking industry. 

Securities regulators are still 
in the process of hammering 
out their own international 
framework, but their work 
looks set to produce tougher 
rules for many brokers, forcing 
many to think again about 
whether they should stay in 
the business. 

London, an international 
centre which has made a 
virtue of its less arduous 
capital regime, could be one of 
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tbe biggest losers. Regulators 
are also trying belatedly to get 
to grips with the lightly 
regulated (and little 
understood) derivatives 
markets. 

The proliferation of new- 
financial instruments and the 
sharp escalation in derivative; 
trading (in many case; 
overtaking trading in tht 
underlying securities) have left 
the authorities groping for new 
ways of regulating financia 
markets. 

They face at least three 
problems; 

• Some financial instrument: 
are understood only by i 
handful of people. That raise: 
questions about the ability o 
financial institutions corrects 
to assess and manage theii 
risks. 

• It is difficult to asses: 
sometimes where risks ii 
financial markets ultimately 
lie. Many of the instrument 
created to shift risk from oni 
institution to another have no 
been tested in a liquidation 
and netting arrangements fo 
some markets (such as swaps 
are open to question. 

• Much of this new activity i 
happening in private, a 
custom-made financia 
products increasingly replac- 
exchange-traded instruments. 

These problems are wel 
understood by regulators 
What is not clear yet, though 
is what they are going to d- 
about it. 


MORE THAN BANKING PARTNERS, BUSINESS PARTNERS. 



EVEN BEFORE I CALLED 
THEY’D SPENT 130 YEARS DEVELOPING 
MY BUSINESS IN GREATER ASIA. 


-Wz SSS It was just the reassu: ance I needed. 
Standard Chartered Editor's strong foothold in 
Greater Asia convinced me the ground was firm. 

After all, they have been there for more than i30 
years and have played an integral role in opening up 
the custodial market for foreign investors. 

Naturally their mind is sharply focused on 


what works best for me. 

And because they give me the personal service of 
a custodial expert, I'm kept well aware of all 
developments. 

Wbats more, because of their Greater Asian 
network , Ecjuitor puts me exactly where I want to be. 
Right at the heart of all the opportunities in Asia. 


Ecjuitor is the financial services division of the 
Standard Chartered Bank Group , delivering Greater 
Asian Custodial Services. 
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Rost Whlteinfl UK: Tel (44 71) 280 6513 F« H* 71) 374 2350 • John Buahby USA: Tel (I 312) 701 6940 or (I SOO) 654 <M1B Fan (I 3121 701 6975 • Paul Barker Hong Kong. Tel (8531 84? 378H Fav 1 853j 531 7765 





































V 


FINANCIAL TIMES MONDAY JULY 20 1992 


INTERNATIONAL CAPITAL MARKETS 2 

Gilts dulled by EC doubts, writes Tracy Corrigan International financial markets 

US S billion 

Chill from Denmark 


US $ billion 

5Q0 ____— 

Not international bank tending 

^ 'Gtossbond Issues .... 

I ~ Gross new Euro-note facilities 


EUROPEAN government bond 
markets started the year in 
bullish mood, after EC leaders 
reached agreement on Euro¬ 
pean monetary union at Maas¬ 
tricht last December. But their 
enthusiasm was soon damp¬ 
ened by growing concerns 
about political risk. 

The Danish vote against rati¬ 
fication of the Maastricht 
treaty in June came as a bolt 

from the blue, sending Euro¬ 
pean bond markets into tur¬ 
moil. While an uneasy calm 
has now returned, investors 
and traders are still reeling. 

The uncertainty seems cer¬ 
tain to linger over European 
bond markets at least until the 
French referendum on the 
issue on September 20. By this 
stage, the prospects for Euro¬ 
pean monetary union should 
have been clarified. 

But economic conditions for 


most European markets are 
still broadly positive. "The 
European environment is fairly 
friendly to bond markets." 
argues Mr Kit Juckes. interna¬ 
tional economist at SO War¬ 
burg. Real interest rates are 
rising, fiscal policy is mostly 
under control, and inflation is 
not onlv failing, but failing at a 


An uneasy calm has 
returned but Investors 
still reel from the 
anti-Maastricht vote 


surprisingly quick pace. 

■‘The only thing holding 
European bond markets back 
is the question of the timing of 
interest rate cuts,” argues Mr 
Juckes. "When they start to 
come, we will see bonds per¬ 
form well." 


In the meantime, the French 
referendum could well provide 
a potent injection of volatility. 
Only the German and Dutch 
bond markets are likely to be 
immune, if traders get a 
renewed attack of the jitters 
about European monetary 
union. 

Consequently, Germany and 
Holland are likely to be the 
main beneficiaries of any new 
money invested in European 
markets ahead of the referen¬ 
dum. 

Meanwhile, the repercus¬ 
sions of the Danish vote are 
still being felt. In early July, 
the Bank of Italy raised the 
discount rate by a full percent¬ 
age point to 13 per cent, in an 
effort to stabilise the lira and 
fond off devaluation rumours, 
which had triggered heavy 
speculative selling of the cur¬ 
rency. 


Investors are questioning the 
new Italian government’s abil¬ 
ity to control Its budget deficit: 
there is no longer an assump¬ 
tion that targets set by Maas¬ 
tricht will be met 

Italian bonds are now trad¬ 
ing at a yield spread of around 
540 basis points above the Ger¬ 
man Bund market. That 
implies a devaluation of the 
lira amounting to 25 per cent 
in the nest five years. 

The Spanish market, which 
was also sold off dramatically 
after the Danish referendum, 
has recovered better than the 
Italian market “In the longer 
term, the market still has 
excellent prospects," argues Mr 
Major. Investors stall believe in 
Spain's convergence plan. 

Still, he expects Spanish 
bonds to trade in a spread 
range of 350 - 380 basis points 
above the Bund curve, until 


Companies widen their search, writes Simon London 

Directors’ dilemma 


THE search for reliable 
sources of debt finance is 
likely to be one of the central 
concerns of companies and 
corporate financiers in the 
1990s. 

One reason is that the level 
of corporate borrowing has 
risen sharply over the past 
decade. Bnt there are also con¬ 
cerns that b anks - working to 


Growth of corporate 
indebtedness was a 
strong feature of the US 
and UK in the 1980s 


restore profitability and lend¬ 
ing margins - will be less 
willing providers of debt 
finance over the next few 
years. 

The growth of corporate 
indebtedness was a strong fea¬ 
ture of the US and UK econo¬ 
mies in the 1980s. In the US, 
company debt rose from 36 per 
cent of gross national product 
to 49 per cent of GNP over the 
decade, according to figures 
from the Bank for Interna¬ 
tional Settlements. In the UR, 


the proportion rose from 41 
per cent to 82 per cent in the 
same period. 

The over-hang of corporate 
debt concerns policy makers. 
In January, for example, the 
US treasury proposed a phased 
removal of tax relief on debt 
service payments. The mea¬ 
sure would, it hopes, stop com¬ 
panies over-borrowing next 
time around the economic 
cycle. 

From companies' perspec¬ 
tive, however, increased 
dependence on fixed-term debt 
finance has led to additional 
••funding risk” - since bor¬ 
rowings need to be refinanced 
periodically whatever the state 
of the markets. For example, 
this year and next many UK 
companies must refinance 
cheap syndicated bank credits 
arranged in 1987/1988. 

So for, refinancing has taken 
place with barely a hitch. 
However, some high profile 
cases of corporate distress 
have convinced many compa¬ 
nies that banks are unreliable 
sources of finance. 

One response by companies 
has been to reduce the number 


of b anks from which they bor¬ 
row. Most big syndicated loans 
have been refinanced by bi-lat¬ 
eral lending agreements or 
smaller, semi-syndicated cred¬ 
its. 

For example, last year 
Grand Metropolitan arranged 
a $2.5bn four-year loan to 
refinance an expiring three- 
year facility. The number of 


Bankers believe only the 
top 50 UK companies 
have had access to 
public bond markets 


banks involved in the deal was 
cut to 34 from more than 60. 

At 37.5 basis points over 
Libor, the interest margin was 
higher than the 35 basis points 
over Libor Grandmet paid in 
1988. However, the company 
believed it had more leverage 
over the lending banks by 
restricting the number of 
banks with which it was pre¬ 
pared to deal. 

Other UK corporations look 
set to follow a similar route. 
This month Rank Hovis 


McDougaU, the foods group, is 
replacing a £250m multi-op¬ 
tion facility with a smaller, 
simpler syndicated credit 

Companies are also keen to 
diversify sources of funding, 
raising cash from institutional 
investors in the bond market 
to supplement bank lines. By 
funding core borrowings in 
the bond market, bank credit 
lines are free to meet 
short-term financing require¬ 
ments. 

However, by no means all 
UK companies have access to 
the public bond markets. Sinee 
1987, only 31 UK companies - 
some of them h anks and other 
financial institutions - have 
made more than five Eurobond 
issues. Bankers estimated that 
only perhaps the top 50 UK 
companies have access to the 
public bond market 

Others companies must be 
more subtle. Investment bank¬ 
ers see great potential in rais¬ 
ing institutional funding for 
“second tier" UK corporations. 

For example, last year four 
smaller brewery companies 
dubbed together to make a 
bond issue through an innova- 
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EEC 

8 5/8 % 1997 

ECU 250 m 


KINGDOM OF SPAJN 

9 1/4 % 2004 

EuroFF 6 bn 


REPUBLIC OF FRANCE 

8 1/4 % 2022 

ECU 1,5 bn 


EUTELSAT 

8 5/8 % 1997 

ECU 200 m 


CREDIT FONCIER 
DE FRANCE 

9 1/8 % 2004 

EuroFF 2,5 bn 


EDF 

9,30 % 2001 

FF 3 bn 


AEROSPATIALE 
9 1/8 % 2002 

EuroFF 1 bn 


FRANCE TELECOM 

9 % 2001 

EuroFF 2 bn 




El B 

8 5/8 % 1999 

USD 300 m 
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EUROFIMA j 

9 1/4 % 2003 | 

EuroFF 1,5 bn i 
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WORLD BANK 

8 1/8 % 1996 

EuroFF 1 bn 
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SNCF 

9 % 2003 

FF 2,8 bn 



VOLVO 

9 1/2 % 1997 

EuroFF 1 bn 

1 

YAMANOUCHI 
PHARMACEUTICALS < 

4 7/8% 1995 ; 

Bonds with equity warrants " 

EuroFF 1 bn 




KFW 

8 3/4 % 2002 

EuroFF 2 bn 
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WORLD BANK 

8 1/4% 1997 

ECU 150 m 
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BEGHIN SAY 

7 i/4 % 1999 
Convertible 

FF 1,995 bn 

fl MITSUI M & S * 

■ 63/8% 1995 

■u 

n| Bonds with equity warrants 

M EuroFF 360 m 
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the French vote. Sterling, 
which had been trading In a 
□arrow range, has also come 
under pressure, damaging sen¬ 
timent in the gUt market. Until 
now, gilts have performed out¬ 
standingly, with a particularly 
sharp rally following the ree¬ 
lection of the Conservative 
government earlier this year. 
In the first six months of the 
year, according to the JP Mor¬ 
gan Government Bond Index, 
gilts offered returns of close to 
8 per cent for sterling-based 


investors, and of 9-8 per cent 
for dollar based investors, out¬ 
performing all major markets. 

But the recent pressure on 
sterling has dimmed specula¬ 
tions of an early rate cut, and 
the gilts market’s advance may 
also have stalled. 

The tone of the French bond 
market has also been under¬ 
mined by the prospect of fur¬ 
ther setbacks to the Maastricht 
treaty. The issue has become 
highly politicised in France, so 
that a vote for Maastricht is 


being touted as a vote for Pres¬ 
ident Mitterrand. Conse¬ 
quently, the markets are now 
viewing the matter as fraught 
with political as well as eco¬ 
nomic Implications. 

The September referendum 
is likely to remain a focus for 
Investors throughout the gen¬ 
erally quieter summer months. 

“If the French say ‘no’ there 
will be a major sell-dff in the 
higher-yieJders,'’ said Mr David' 
Shaw, head of fixed income at 
Legal General, the UK insurer. 


“We got half of it with Den¬ 
mark - we would get the 
other half with France. 

Meanwhile, the continuing 
strength of the US Treasui? 
markets continues to deiy 
expectations. The failure of the 
US economy to climb out of 
recession caused a further cut 
in the discount rate by half a 
point to three per cent in early 
July. However, fund managers 
. are becoming increasingly hun¬ 
gry for yield, given the low 
yields available on government 
debt. In addition, with 
short-term interest rates at his¬ 
torically low levels, investors 
are increasingly focusing on 
the long end of the very posi¬ 
tive yield curve. 

Despite the problems facing 
the European, bond markets, 
they nevertheless outper¬ 
formed other markets in the 
first half of the year, for both 
dollar and sterling-based Inves¬ 
tors. According to the JP Mor¬ 
gan Trwtef . European bond mar* 
kets offered returns of nearly 3 
per cent in sterling and 4.7 per 
cent in dollars, compared with 
Li per cent in sterling and 3.2 
per cent in dollars globally. 


tive Joint venture company. 
The structure has also been 
used by investment trust com¬ 
panies and could be applied to 
other industrial sectors. 

Smaller UK companies have 
also placed bonds privately 
with institutional investors in 
the US. Even mid-sized compa¬ 
nies such as Sailor Engineer¬ 
ing, which has a turnover of 
around £300m, have raised 
long-term debt finance from 
US institutions. 

UK Investment institutions 
generally remain more conser¬ 
vative. The sterling private 
placement market is far 
smaller. Kleinwort Benson, for 
example, estimates that it has 
raised £500m for UK compa¬ 
nies from private placements 
over the last year, Bnt inves¬ 
tors tend to be other compa¬ 
nies investing surplus liquid¬ 
ity, rather than investment 


institutions. Hence most place¬ 
ments are short-term, rarely 
more than two-years maturity. 

UK company treasurers 
would like to see the develop¬ 
ment of a more open sterling 
bond market This is unlikely, 
however, unless UK institu¬ 
tional investors switch sub¬ 
stantial amounts of cash from 
the equity market and into 
fixed-income investment 

Sterling bonds account for 
just three per cent of the aver¬ 
age UK pension fund portfolio, 
with the majority of this mod¬ 
est amount devoted to govern¬ 
ment securities. There are 
early signs of change, with 
some institutions starting to 
nudge fixed-interest invest¬ 
ment higher. However, even if 
this trend continues it will 
take years for a deep, flexible 
sterling bond market to 
develop. 



Lty, rather than investment develop. - Tokyo mooey dealer - that choking feeling 

Japan share price fall ends flow of. funds, writes Emiko Terazono 


Painful reassessment 


THE SHARP fall in Japanese 
share prices has choked off the 
flow of cheap funds, generated 
by the bull market of the late 
1980a. 

The activities of Japanese 
financial institutions and cor- : 
poratlons, which grew into 
leading tenders, investors and 
borrowers in the international 
capital markets, have declined 
sharply. 

Japan’s leading banks, the 
big tenders of the 1980s, have 
shifted their strategies from 
expanding internationally in 
search of overseas projects to a 
more conscientious stance. 

The financial institutions 
have also been hit by the 
increase in bad loans and . 
investments, especially in the 
international real estate mar¬ 
kets. 

“Japanese banks are assess¬ 
ing risks more carefully, set¬ 
ting higher margins, and curb¬ 
ing international activities by 
focusing lending to domestic 
companies,” says Sakura Bank, 
a leading Japanese commercial 
bank- 

The banks are feeling the 
effects of the capital adequacy 
standards set by the Bank for 
International Settlements, and 
many are cutting back on lend¬ 
ing, weeding out unprofitable 
business, and favouring old-es¬ 
tablished blue chip Japanese 
companies over other custom¬ 
ers. 

Because banks count a por¬ 
tion of their stock portfolios as 
capital, the foil in portfolio val¬ 
ues reduced their capital 
reserves. Losses on securities 
portfolios, which amounted to 
Y823.7bn at the end of last 
March, were 11 times higher 
than the previous fiscal year. 

Sakura says it has restruc¬ 
tured its international corpo¬ 
rate lending division so that it 
can comprehensively review a 
company's relationship with 
the bank. Its profit prospects 
and the profitability for Sak¬ 
ura. 

However, the bank says it 
has not consciously cut back 
on corporate lending. “The 
number of companies which 
we could lend to declined due 
to the setting of higher stan¬ 
dards for lending," says a Sak¬ 
ura officiaL 

He admits that in the finan¬ 
cial boom of the late 1980s, 
lending habits at Japanese 
banks became “abnormal", and 
many banks were “dumping" 
loans. “Things are back to nor¬ 
mal now." 

The slowdown in the Japa¬ 
nese economy has depressed 
demand for fartds and, together 
with the slump in the stock 
markets, has depressed the 
financial activity of Japanese 
companies in international 
capital markets. Japanese com¬ 
panies raised a total of 
Y5376bn in the fiscal year to 
March in equity-linked issues 
in domestic and overseas mar¬ 
kets, down 68 per cent from 
two years ago. 

However, demand for funds 
from companies facing repay¬ 
ments on equity-linked issues 
launched in the height of the 


bull market is expected to rise 
later in the year. According to 
Daiwa Securities, Japanese 
companies wfll see a total of 
Y6.950bn equity-linked debt 
mature in the year ending 
March 1993. The amount Is 
expected to rise to Y9,000bn in 
the year ending March 1994. " 


Many banks are cutting 
lending, weeding out 
unprofitable businesses 
and favouring the blue 
chip concerns 


An alternative means of 
funding is through straight 
bonds. 

More companies are dipping 
into the straight bond market, 
and test fiscal year, companies 
raised Y6.303.8bn, which was 
3.4 times more than in fiscal 
year 1989. 

The government has indi¬ 
cated it is ready to ease limits 
on corporate bond issuance, 


allowing a broader range of 
companies to raise ftmds. The 
dism antling of the barrier 
between the hawking and secu¬ 
rities industries will allow 
banks to enter the underwrit¬ 
ing business, Currently domi¬ 
nated by" leading securities 
houses. 

The commission-bank sys¬ 
tem, in which every issue has a 
bank that acts as an agent rep¬ 
resenting investors, is also set 
to he abolished. Corporate 
bonds with shorter maturities 
are expected to lead to a larger 
and more liquid corporate 
bond market 

Loans by life insurance com¬ 
panies are also an option for 
companies. The monthly out¬ 
standing loan balance has con¬ 
tinued to grow sharply. 
According to the Bank of 
Japan, the amounts of loans 
extended by 27 life insurance 
companies at the end of Febru¬ 
ary rose by 1L5 per cent to 
Y5L290hn. 

Life assurers are frying to 


increase their lending activi¬ 
ties, and some hope to allot 
over a quarter of new money 
this fiscal year to corporate 
loans. 

Meanwhile, as investors, Jap¬ 
anese institutions have started 
to take a cautious stance 
toward international activity. 
The sharp foils in the stock 
market have eroded gains on 
portfolios, and new money for 
investment has declined due to 
foils in profits. Last year, Japa¬ 
nese investors bought a net 
$3Bbn in equity investments, 
down 80 per cent from 1989, 
while a net $68J2bn was pur¬ 
chased in bonds, a 27 per cent 
folL 

However, Mr Robert Feld¬ 
man, economist at Salomon 
Brothers in Tokyo, points out 
that, despite heavy selling of 
US stocks and bonds by Japa¬ 
nese institutions, the treasury 
bond market and stock mar - 
kets have rallied. “There's less 
impact than most foreigners 
worry about," he says. 
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FOR Wall Street, the past year 
and a half must have seemed 
at times like a happy re-run of 
the go-go 1380s. 

Investment bants and secu¬ 
rities houses have cashed in 
record earnings as stock and 
bond underwriting business 
has soared. The equity mar¬ 
kets have roared ahead to new 
heights. Bonuses have rock¬ 
eted in the wake of record fees 
and co mmissions. 

The after-tax profits of New 
York Stock Exchange member, 
firms reached a record $UNm' 
in 1991 on record revenues of 
S61bn, compared with the. 
pathetic $ 106 m loss incurred 
in 1990. So far this year, their, 
earnings are keeping up. a- 
record pace. 

Yet despite the huge 
amounts of money which have 
swilled about the US capital 
markets since early 1991, the 
investment bankers, securities 
salesmen and brokers of Wall . 
Street have been remarkably 
subdued about their good for¬ 
tune. 

After the shocks of the post- 
1987 crash era, when payrolls, 
salaries, bonuses and corpo¬ 
rate earnings tumbled amid 
overcapacity and soft markets. 


Patrick Harverson gauges the mood on Wall Street 

nhe bankers keep their 
euphoria under control 


Financial derivative markets 

Notional principal amounts in US S trillion (amounts outstanding at year-end) 
4000 - .. 


Exchange-traded 

instruments 


Over-the-counter 
instruments , 


the “masters of the universe" 
in lower Manhattan have 
learnt to treat the good times 
with 'ia . certain, degree of 
respect and humility. ! 

In fact, bonuses fox all but a 
few top. perform er s last year 

Most of the credit for the 
US capital markets’ 
recovery goes to the 
nation's central bank 

did not match 1980s levels, a 
reflection of a tougher-minded, 
more performance-related 
approach '.to' compensation 
among senior executives in the 
securities industry. 

- There was also less than 
normal growth in salaries. 


especially at lower levels, and, 
except in a few areas (retail 
broking, notably), companies 
were in no rush to hire new 
blood. The relief on Wall 
Street that the red ink and job 
losses of the 1888-1990 period 
was over, however, was genu¬ 
ine enough. 

Although the Federal 
Reserve has endured much 
criticism for its management 
of monetary policy, most of 
the credit for the turnaround 
in US capital markets, goes to 
the nation’s central bank. 

It was the Fed’s rush of 
interest rate cuts last year (a 
belated response to economic 
weakness) that created the 
conditions for a surge in capi¬ 
tal raising by companies eager 
to refinance high-yielding 


debt, to pay for much needed 
restructuring, or (in rarer 
cases) to pay for expansion. 

Lower interest rates also 
revived individual investors’ 
interest in stocks, by makin g 
alternative short-term assets. 

The greatest growth in 
domestic markets was 
in corporate stock and 
bond issuance 


such as bank certificates of 
deposit and money market 
funds, look less attractive 
compared with higher-yielding 
equities. 

Consequently, investors 
handed over money to profes¬ 
sional investment managers 


Global swaps have reached their peak, writes Tracy Corrigan 


End of the rapid growth 


THE GLOBAL swaps market, 
after a number of years of. 
rapid expansion, is undergoing 
a period of adjustment. 

Fuelled in the early years by 
new-issue driven business, the 
market is now available to a 
broader range of users for a 
number of purposes. The mar¬ 
ket is also facing increasing 
pressure from regulators, who 
have expressed some concern 
about the risks Involved in tbe 
swaps business. 

Since the International Swap 
Dealers Association, the Indus¬ 
try's trade body, started track¬ 
ing volume, the total amount 
of swaps outstanding has risen 
from SSfflObn in 1987. to an esti¬ 
mated $4.000b n by the end of 
1991. Most analysts believe that 
this period of rapid growth is 
coming to an end. “The rate of 
growth will slow (in interest 
rate and cross-currency swaps). 
Most significant players are in 
the market now," explains Mr 
Malcolm Basing, tbe associa¬ 
tion's chairman, and global 
head of swaps at Swiss Bank- 
Corporation. . . 

The changing nature, of 
global markets has forced 
important adjustments. At its 
inception, the 9waps market 
took advantage of anomalies 
between markets to allow bor¬ 


rowers to reduce their funding 
costs: For example, a UK com¬ 
pany needing to raise funds in 
dollars might have' to pay 1 a 
premium to tap the US market, 
because its credit was unfamil¬ 
iar to tbe relevant investor 
base. The swaps market 
allowed sucb a borrower to tap 
the most favourable market in 
terms of investor demand - in 
this case the sterling bond 


The last 10 years have been a 
period of substantial deregula¬ 
tion, breaking down the bound¬ 
aries within and between coun¬ 
tries. _ and consequently 
eradicating arbitrage opportu¬ 
nities between markets. 

In addition, the growing 
sophistication of swap dealers 
themselves, means that any 
opportunities are swiftly arbi¬ 
trage d. “By its nature, arbi- 


The swaps system allows a company to tap the 
most favourable overseas market In terms of 
investor demand and then to swap the proceeds 
Into the required currency 


market - and then to swap the 
proceeds into the required cur¬ 
rency. Swaps, however, were 
always a smaller portion of the 
market than interest rate 
swaps: In earlier years, 
because retail investors, then 
numerous, were unsophisti¬ 
cated in assessing the value of 
bonds, borrowers could often 
issue fixed-rate bonds and 
swap the. proceeds into float¬ 
ing-rate funds at.a'Jeyel sub- 
stantiallyr below the London 
interbank offered rate. : 

But the development' of 
global markets has gradually 
ironed out these opportunities. 


trage removes the pricing gap 
that was its raison d’etre. I 
don’t believe there will be a 
return to the sort of arbitrage 
opportunities available in the 
past," Mr Basing says. 

However, tight swap spreads 
are also a function of current 
views bn interest rates, and of 
supply and demand, so 
changes in market trends 
should prompt widening 
spreads. 

But swap spreads - the dif¬ 
ferential between the yield on 
tbe government bond and on 
the comparable swap - have 
now tightened to historically 


narrow levels, making it 
almost impossible for most bor¬ 
rowers to swap fixed-rate 
funds, except at margins often 
well above Libor. 

While the proportion of new 
issue business has waned, 
other participants have entered 
the market, as a broader range 
of institutions have become 
familiar with swap market 
techniques. 

Companies, which used to be 
concerned merely with finding 
cheaper ways of raising pri¬ 
mary debt, are much more 
attuned these days to the ongo¬ 
ing management of their liabil¬ 
ities. and frequently use the 
swaps market to adjust their 
interest rate. 

New techniques have been 
developed, allowing fund man¬ 
agers to swap assets. The 
developing equity swaps mar¬ 
ket allows a fund manager to 
change his exposure without 
buying or selling assets. For 
example, a fund manager can 
gain exposure to the US stock 
market without changing bis 
physical portfolio by entering 
an agreement with a counter¬ 
party to pay, say,.three-month 
Libor, and to receive the return 
on the S&P 1000 index. 

Similar techniques using 
commodities now allow oil 


and stock funds In record 
amounts. 

The greatest growth in 
domestic capital markets, 
however, was In corporate 
stock and bond issuance, 
where volume last year 
jumped to a record S586bn. up 
88 per cent on 1990’s total. The 
bulk of the total was issues of 
mortgage-backed securities 
(&246bn), followed by corpo¬ 
rate bonds ($2l0bn, including 
junk debt), and common stock 
($54bn), of which almost half 
was initial public offerings 
(IPOs), or flotations. 

So far this year, debt and 
equity issues are maintainin g 
their volume, thanks to fur¬ 
ther interest rate cuts, the lat¬ 
est being the half-point reduc¬ 
tion In tbe discount rate to 3 


1986 87 88 89 90 91 86 87 88 89 90 91 

Sources Futures Industry Association. Intemahonjl Smd Dealers Association. lEatna* 
various futures ino opbons erctunfM woHOwwOe and BIS calculations June* 


per cent early this month. In 
tbe first six months of 1992. 
new stock and bonds sold In 
the US amounted to a record 
S437bn; up 61 per cent on a 
year ago. 

Mortgage-backed securities 
dominated again, while issues 
of investment-grade debt 
totalled Si36bn. evenly split 
over the first and second quar¬ 
ter. Junk debt remained popu¬ 
lar, with almost $I9bu in high- 
yield bonds sold in tbe first 
half. Just over $4lbn in new 
stock was issued, of which 
almost half was in the form of 


IPOs. Yet signs are already 
evident that the record pace of 
1991-1992 is slackening. The 
IPO market, in particular, 
seems to have peaked. Volume 
did reach a record SI9.-lbn in 
the first half, but the total 
would have been much greater 
were it not for a large number 
of postponed or cancelled 
issues. 

Pricing has also become dif¬ 
ficult with 60 of the 150 IPOs 
that came to tbe market in the 
second quarter being offered 
at a price below their target 
range. The problem has been a 


new wariness about IPOs 
among investors, whose appe¬ 
tite for stock may finally be 
wanin g in light of the poor 
performance of recent new 
issues. 

According to IDD Informa¬ 
tion Services, only 29 of the 
100 most recent IPOs were 
trading above their sale price 
as of June 24. 

Despite this month’s interest 
rate cut. it is unlikely that cor¬ 
porate capital-raising will 
m aintain tbe heady pace of the 
first half of the year. Much of 
the finan cing of the past 18 
months has been used to 
reduce debt and generally tidy 
up balance sheets. That trend 
has probably peaked, and com¬ 
panies are now likely to wait 
for a significant improvement 
in earnings before dipping into 
the capital markets again with 
such vigour. 

That means the fortunes of 
the capital markets will be 
more closely tied to tbe domes¬ 
tic economy and driven less by 
interest rate. 

So far this year, economic 
growth has averaged around 2 
per cent, and economists are 
not expecting much more for 
the rest of 1992. 
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Naw York Stock Exchange - so far this year, K has been a replay of the tear-away 1980s 


companies - or transport com¬ 
panies which need to consume 
large amounts of oil - to 
reduce their exposure to the 
price changes. 

Meanwhile, the swaps mar¬ 
ket Is also fighting a rearguard 
action against regulators. In 
tbe US, the Commodity and 
Futures Trading Commission's 
re-authorisation Bill, which Is 
winding its way through Con¬ 


gress, will, practitioners hope, 
provide legal clarification on 
the status of swaps. Swap mar¬ 
ket practitioners are keen to 
have tbe distinction between 
swaps and futures enshrined, 
as they fear attempts to force 
their business on to regulated 
off-market exchanges. Such a 
move in the US market is 
likely to drive business off¬ 
shore. 


Clarifying an earlier state¬ 
ment on the legislation. Mr 
Gerald Corrigan, chairman of 
tbe Federal Reserve Bank of 
New York, wrote recently to 
Congressman Dan Glickman: 
"My remarks were not 
intended to suggest that swaps 
are. or should be treated as. 
futures. It is exceedingly diffi¬ 
cult for me to see how swaps 
could be traded on organised 


exchanges, given that so many 
swaps are custom-tailored for 
specific purposes and uses." 

However, he reiterated his 
view that "swaps and other off- 
balance sheet activities do 
need a closer degree of mana¬ 
gerial and supervisory atten 
tion” and suggested "more sys¬ 
temic and comprehensive 
application of official capital 
standards to these activities". 
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COMPANIES HAVE raised a 
record amount of money- 
through international equity- 
offerings in the first sis 
months of this year, helped by 
the buoyant underlying tone of 
the world stock markets. 

However, investment bank¬ 
ers are doubtful about the abil¬ 
ity of companies to coax as 
much money from interna¬ 
tional equity investors in the 
second haJLf of this year, given 
tiie recent fall in world stock 
markets. 

Already, several equity offer¬ 
ings have been cancelled or 
postponed as companies await 
an improvement in market 

The three main markets 
are the US, Europe and 
emerging countries led 
by Latin America 

conditions. 

Companies raised a total of 
$12.9bn from the international 
equity markets in the first half 
of 1992. using an array of ini¬ 
tial public offerings, primary 
and secondary issues. This 
compares with" $S.9Sbn in the 
first half of M91. $7.4bn in Che 
second half, according to data 
supplied by International Fin¬ 
ancing Review. 


S ara y y e bb says prospects for attracting international equity investors are deteriorating 

The rest of the year will be tougher 


The success of these interna¬ 
tional offerings - which have 
ranged from US companies 
seeking to reduce their debt/ 
equity (or gearing! ratios to 
formerly state-owned Latin 
American enterprises making 
tbeir debut in the international 
capital markets - is attribut¬ 
able partly to the strong under¬ 
lying tone seen in many of the 
world stock markets at the 
beginning of the year. 

fn terms of geographical 
breakdown, international 
investors have three main 
areas from which to choose: 
the US. Europe and the emerg¬ 
ing markets, of which the 
Latin American countries have 
proved the most popular in tbe 
last year. 

US companies have been a 
prolific source of new issues in 
ihe last six months, as corpo¬ 
rate America has been keen to 
reduce high gearing levels and 
pay back some debt. Alto¬ 
gether, US companies raised 
SP.iBbn - or roughly the same 
as in the whole of 1991 - of 


which Sl.lSbn came from ini¬ 
tial public offerings, S2.73bn 
from primary’ issues and the 
remainder from secondary 
issues. Nearly half of the total 
was raised by a single com¬ 
pany - General Motors - 
which drew S2.14bn from inves¬ 
tors in May in the biggest ever 
stock offering by a US com¬ 
pany. 

Western Europe has also pro¬ 
vided investors with a steady 
stream of issues, raising 
S2.19bn altogether. Provided 
the market conditions are 
favourable. Europe could prove 
the source of several interna¬ 
tional equity offerings in the 
remainder of this year, particu¬ 
larly as countries such as 
France and Sweden have 
embarked on extensive privati¬ 
sation programmes. 

Following the successful par¬ 
tial privatisation or Total, the 
French oil group, last month 
(when the state sold a 19 per 
cent stake for FFr9.5bn), the 
government is expected to 
push ahead with the sale of 


Cross-border transactions in bonds and equities 

Gross purchases and sales of securities between residents arntnon-resdents (as a percentage of GDP) J 
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shares in the state-controlled 
insurance companies. Mean¬ 
while. in Sweden tbe centre- 
right government has already 
started Its disposal of state-con¬ 
trolled assets with the 
SKrl.35bn sale of shares in 
SSAB, the steel group. How¬ 
ever. this issue is small fry 
compared with the estimated 
SKrlSbn which the sale of the 
state's stake in Procordia, the 
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food and pharmaceuticals 
group, is expected to raise this 

aut umn. 

The area which is becoming 
increasingly sig nifican t is that 
of the emerging markets. The 
last 12-18 months has seen a 
regular flow of issues from 
Latin American countries, par¬ 
ticularly Mexico, which has 
become such a familiar feature 
on the international equities 


landscape that some overseas 
investors now regard it as an 
"emerged" rather than an 
emerging market 
Several partial privatisations 
and initial public offerings in 
Mexico have attracted a strong 
response from international 
(particularly US) investors. 
Altogether, Latin American 
companies raised $4L2bn in new. 
Issues, with Mexico accounting 


for $2.76bn of the total This 
compares with $ 2 . 05 bn raised 
by Mexican companies in the 
first half of 1991. when Mexico 
was the only Latin American 
country to use the interna¬ 
tional equity markets. 

As some of these markets 
become more mature, investors 
seek ever newer and more 
exotic emerging markets in the 
hope of reaping ever-larger 
rewards. 

The most recent novelties 
have included China (where 
opportunities for foreign inves¬ 
tors remain very limited with 
only a dozen or so listed com¬ 
panies offering shares in which 
foreigners may invest) and 
India (where the government 
has removed restrictions on 
Indian companies tapping the 
international capital markets). 

“If yon go back to the early 
1980s, people used to giggle if 
you mentioned investing in 
Spain and Italy - now those 
are acceptable markets,” says 
Mr Daniel Smaller, executive 
director of the emerging mar¬ 


kets group at Lehman Brothers 
International where research is 
fo cusin g on some of the newer, 
less developed markets. 

Despite the upbeat start to 
l< s% , few investment bankers 
are prepared to bet on a simi¬ 
larly successful second half. 
The recent bout of bearishness 
in some of the equity markets 
has hit a handful of new issues 
already. 

GPA, the aircraft leasing 
group, had to cancel its $800m 
global flotation last month due 
to lack of investor interest, 
while in the US. Dr Pepper/ 
Seven-Up, the soft drink manu¬ 
facturer. cancelled its $6Q0m 


Several US flotations 
have hit last minute 
problems because of 
weakness In the market 

public offering earlier this 
month because of unfavourable 
market conditions. 

Several US flotations have 
run into problems at the last 
minute because of weakness in 
the market 

While 1992 has witnessed a 
bumper Brat half for interna- 
tional equity offerings, the 
prospects for the second half 
remain rather uncertain. 


Tracy Corrigan on the vogue for securitisation 

An innovative way 
of raising money 


THE global market for 
asset-backed, or securitised, 
debt has expanded further this 
year, but development is being 
hampered by regulatory road¬ 
blocks in nascent markets and 
by the effects of economic 
recession in the more mature 
markets. 

The year has been marked 
by a number of innovative 
deals, such as the first securi¬ 
tisation of Latin American gov¬ 
ernment debt, and GPA 
Group's ground-breaking 
5500m issue backed by aircraft 
leases. 

In securitisation, an issuer 
removes assets from its bal¬ 
ance sheet and repackages 
them as bonds which are then 
sold to investors. 

In the US. by far the world’s 
largest market, the decline in 


consumer credit has led to a 
decrease in activity in some 
areas of the asset-backed mar¬ 
ket. Total asset-backed issu¬ 
ance for the first half of 1992 
reached $22.13bn, 5 per cent 
below 1991, according Cap- 
Mac's ABS Market Watch, a 

Demand for loans has 
dropped sharply and 
installments credit is 
proportionately lower 

newsletter published by one of 
the market's specialist insur¬ 
ers. 

Demand for loans has 
dropped sharply, and consumer 
installment credit has been 
declining as a percentage of 
income since late 1989. 


Meanwhile, better access to 
equity markets has allowed 
many banks to strengthen 
their balance sheets, so the 
drive to meet regulatory capi- 
tal-to-assets ratios is no longer 
a key motivation for b anks to 
shed assets. 

However, the US market still 
has considerable growth poten¬ 
tial. Securitisation of some 
assets, such as car and boat 
loans, is on the increase. As a 
percentage of total installment 
debt, securitisation is growing 
steadily. Penetration of the 
credit card market is substan¬ 
tial and securitisation in the 
car loan sector represents less 
than 10 per cent of the total 
available, according to esti¬ 
mates by Standard & Poor’s, 
the US rating agency. 

The lack of supply has 
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Dealer* in the City of London - warning signal* 


boosted demand, as the low 
interest rate environment in 
the US encouraged investors to 
buy securities offering yields 
above the US Treasury market 
In June. Nissan Motor Accep¬ 
tance Corporation, the Japa¬ 
nese car manufacturer's US 
financing arm, paid a yield 
spread only 40 basis points 
above the comparable US Trea¬ 
sury rate for a 5600m issue of 
bonds backed by car loans, a 
full 20 basis points below the 
previous record low spread. 
The same week, MBNA, the US 
bank, set a record low yield 
spread of 55 basis points on a 
$500m issue of credit card- 
backed bonds. 

Analysts believe that when 
the economy begins to heat up. 
demand for loans will re- 
emerge. bringing bank liquid¬ 
ity under renewed pressure 
and fuelling hank demand for 
capital. At that point securitis¬ 
ation will again become an 
attractive alternative source of 
funds for banks. 

Meanwhile, the US mortgage- 
backed market has come 
through a potentially trau¬ 
matic period in surprisingly 
good shape. 

The Sl,000bn sector has expe¬ 
rienced record volume so far 
this year, after lower interest 
rates prompted homeowners to 
prepay existing mortgages and 
take out new debt at lower 
rates, triggering early redemp¬ 
tion of billions of dollars of 
mortgage-backed securities. 
Despite the negative impact of 
prepayment, demand for the 
surge of fresh paper has 
remained firm, with high levels 
of re-investment reported. 

In addition, the market “has 
been a direct beneficiary of 
new capital requirements”, 
said Mr Michael Waldman, 
head of mortgage research at 
Salomon Brothers, since mort¬ 
gage-backed securities com¬ 
mand a low risk weighting, 
increasing their attractiveness 
for US banks. 

Under Basle capital ade¬ 
quacy guidelines, securities 
backed by the Federal National 
Mortgage Association (Fannie 
Mae) carry a 20 per cent risk 
weighting in the US. 

In the UK, the most devel¬ 
oped market outside the US, 
the depressed state of the hous¬ 
ing market continues to cast a 
pall over the sterling mort¬ 
gage-backed sector. Together 


with the deteriorating credit 
quality of several UK compos¬ 
ite insurers, which provide 
some credit enhancement, the 
housing slump has led to a 
number of downgradings in the 
£12bn market 

Also, the continued threat 
that bank investors may have 
to apply a 100 per cent risk 
weighting, when capital guide¬ 
lines come into effect in 1993, 
has reduced the most impor¬ 
tant pool of investors in the 
UK. ‘ 

Increasingly wary of credit 
quality, investors have been 
demanding higher yields and 
tailor-made structures. 
Although that has kept the 
market alive, “attention has 
been diverted away from the 
fundamentals of establishing a 
homogeneous product consid¬ 
ered both dependable and 
attractive by the investment 
community," according to Mr 
Mark Stadier, head of securitis 
ation at Merrill Lynch in Lon¬ 
don. 

Elsewhere in Europe, long- 
expected moves to create a 
more friendly environment for 
securitisation are on the way. 
France, which introduced its 
securitisation law in 1988, is 
set to broaden the types of 
assets which can be securit¬ 
ised, though credit card receiv¬ 
ables are still not likely to be 
allowed due to fears of a credit 
card boom. 

Spain also looks promising, 
after legislators passed a law 
allowing the creation of closed- 
end funds which will act as 
issuing vehicles; but tax treat¬ 
ment still has to be clarified. 

In Japan, where banks and 
other financial institutions 
short of capital would clearly 
benefit from being allowed to 
securitise assets, a long- 
awaited package of reforms has 
disappointed market partici¬ 
pants. 

Such restrictions are likely 
to limit the marketability of 
such debt in the domestic mar¬ 
ket, according to analysts. 
Also, a forbidding range of 
authorisation from various 
government departments is 
still required before companies 
can proceed, leading Moody’s 
to conclude in a recent report 
that tbe easing of Japan's regu¬ 
lations “is more a signal of reg¬ 
ulatory willingness to consider 
asset securitisation than 
approval to proceed". 
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TRADING EUROPE? 

Nordex is the international marketplace for 
fully automated trading of selected 
European and Nordic shares 


■ Nordex provides instant access to an 
Ki tting n stw n ri r nf lnCmdlnnal 
brokers and market makers. 

■ Nordex prices and ubJurnaa are not 
quotes but real orders avaSabia hr 
Instant execution to participating 
brokers, 

■ Nordex trading Is eeey-push button 
execution efim in atea telephone 
misunderstandings and relieves back 
office headaches. 

• Nordex prices and volumes have 
proved to be very competitive. 

■ Nordex trading provWes assured and 
Bmefr charing snde e tmment with 
Citibank NA 8s central counterparty. 

NORDEXTRADES 
AFTER EUROPE CLOSES 

MARKET OPEN: 
09UJO-1M0GMT 
- 1ILO0- 4740 CET : 

TAI® A CLOSER LOOK AT. 
NORDEX PRICES Alilp VOLUMES:: 
REUTERS: TVtWTVWij - : " ' ' 
PONT DATA: NORDEX (Look Up) 
KMGHT-RIDOEH: MONEY CENTER 
RNDATA: TRANSVra (Tnistf 
Mon aylina) ' 

FALCON:-' Domestic Markets) 


*3>*: M.'.W- 
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NORDEX: 

NO QUOTES - 
SIMPLY REAL PRICES 
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A T1AN5VIK MARKET SYSTEM ' i;.V.V 

For further information please contact- 

Jolw Oedmann, Tranavflaimited . ‘ *a • • -L? -.*? ja- 

Crown House. 72 Hammersmith Road, London W I4 8VP ' 

Telephone 071-603 4544. Facsimile 071 -603 6742 . 

whsi rapMetf Ot ttm Stoma and bnsnxtti Bun a me manat k®hOoo, 
Tik tJ <l*rtn» m OTba^D,e a mrf.u n «« • 




FINANCIAL TIMES CONFERENCES 
LATIN AMERICAN CAPITAL MARKETS 
London, 5,6 & 7 October 1992 

The change in attitudes in international financial markets towards Latin America has been 
rapid and radical. This high-level forom will look at the growth prospects for Latin American 
economies, the strengths and sustainability of economic growth as well as the challenges 
of raising new equity, issuing new debt, debt conversions and stock exchange reform The 
third day will assess the opportunities and risks of Latin American privatisations. Speakers 
include: . ^ 


Mr S Shahid Husain 
the World Bank 

* Mr Francisco Roberto Andr6 Gros 
Banco Central do Brasil 

Mr Nicholas Rohatyn 
J .P Morgan s Co 

Mr Joed A Estenssoro 
Yadmlentos Petrol fferos FrscaJcs 
Sodedad del Estado ’ 

Mr Michael Mllboum 
Chartered WestLB Limited ■ 

Mr Lincoln Ralfinam 
Scudder, Stevens S Clark 

Mr Stephen W Dfzarcf.. 

Salomon Brothers Ine - - 

* In Principle 

A FINANCIAL TIMES CONFERENCE 


Mr Josd Angel Gurrfe Trevlflo 
Ministry of finance & Public Credit, Mexico 

Mr Juan Cartes Sanchez Arnau 
Ministry of the Economy. Argentina 

Mr Eduardo Marco Modiano 
Banco National de Desenvotvimento 
Econfimico e Social 

Mr Frans van Loon 
NMBBank 

- Mr Janies W Conrow 
Inter-American' Development Bank 

Mr Thomas WKeesee . 

The First Boston Corporation 

Mr Audley Twlston Davies 

. Latin American Securities Lid 

lo association with OAZ KTA MERCANTIL 


LATIN AMERICAN 
CAPITAL MARKETS 

H Please send me conference details 
Q Please send me details about exhibiting 
at the conference v . 


FlatmcblTlDK. Conference Organhaiion 

jeiinyn. Slrwst, London SWIY 4UJ. UK 

Wf PMaaa Tl» .21347tTCOWc. mmias 
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•feVICE 


• Current Unit Trust prices are available on FT Cityline, call 0891 123456 Calls charged at 
cheap rate and 48p/mfnute at all other times. To obtain your free Unit Trust Code Booklet call Q71-925-2J28 
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FT MANAGED FUNDS SERVICE 


• Current Unit Trust prices are available on FT Cityline, call 0891 123456. Calls charged at 36p/rtinutfl 
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ES, MONEY AND CAPITAL MARKETS 


MONEY MARKET FUNDS 


FOREIGN EXCHANGES AND MONEY MARKETS 

Is the worst over? 


POUND SPOT - FORWARD AGAINST THE POUND 


FEW in the markets'now 
believe that there will be a nar¬ 
rowing of the short-term inter¬ 
est rate differential between 
Germany and fee US until the 
fourth quarter, writes James 
Blitz. 


UK daring bank base landtag rate 

ID per cert 

tram May 5,1992 


That was the fundamental 
lesson of last week. The. 
discount rate rise, though 
symbolic, is a sign that 
German short term rates will 
stay high for the remainder, of 
1992. At the same time, 
indicators like last week's fell 
in June housing starts by &2 
per cent make it even less 
likely that there will be a rise. 
in US rates. The yawning rate, 
differential makes the cost of 
holding dollars too great and 
may push the currency down 
to its all time low of DM1.4430 
soon. 

The main debate now. is 
whether the B undes bank needs 
to tighten policy even further 


£ IN NEW YORK 


£Sp*- 19MS-L9515 

1 month-U3-Lt2p*i 

3 monte.— 328-125qm 
12 monte.... IL45-UJS 


by raising fee Lombard rate. 
Mr Paul Chertkow of UBS 
believes fee worst Is oyer and 
that,. ..by'" .the 'time the 
Bundesbank next, meats, it will 
have good figures on money 
Supply and. inflation. Hie also 
believes feat weak indicators 
on German production and 
growth .will- force the 
Bundesbank: to ease, policy in 
fee fourth .quarter. 

■ Mr Nail-. MacKinnon of 
Taznaicbi International thinks 
a Lombard rate rise is still 
possible. While the next set of 
inflation figures, for July, 
should bring the annualised 
rate down to 15 per cent, he 
thin ks that the Bundesbank 
will continue to fret about fee 
inflatipnaiT phenomena to 
come;: These include the 
projected.dse in VAT from 14 
per cent .td 15 per cent; 
increased petrol - taxes, and 
what ooold be another difficult 
wage round.'. 

The figure for June M3 
money supply, which should 
appear on-Friday, will be the 
first, indication of who is 
winning thisdebate. 
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DOLLAR SPOT - FORWARD AGAINST THE DOLLAR 
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lender rate of dtscoont 9.4960 px. ECGO Fixed Rate Sterling Export Finance. Make up day June 
30 .1992 . Agreed rates.lor period Jafy 2b, 1992 to August 25.1992. Scheme 1:1L29 p.c.. 
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NATIONAL AND 
REGIONAL MARKETS 

Figured In parantlWMs 
show number of lines 
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FRIDAY JULY 17 1992 


THURSDAY JULY 16 19B2 
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Local Local 96 Grass 
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Index 31/12/01 Yield 
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Doftar Sterling 
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Australia (68). 143.49 -4.9 109.12 113.01 108.99 12a22 -23 445 144.29 11h47 114J7 IlftSI 129.10 153.88 

Austria 1191. 165.70 - 0.5 126.02 13052 125.87 128.06 -3^ 232 16R44 127.42 13153 127.» 127.54 186 70 

Belgium (421_ 152^7 +5.5 115.80 119.82 115.66 113.22 +1.8 5.43 150.60 11&30 11&37 115.45 113.28 15227 

Canada (115). 129.68 -4.9 9a82 1Q2.14 9a50 111.75 -Z1 3.18 130.12 99.62 103.14 99.74 112.22 142.12 

Denmark (39—. 247.51 -7.4 188^3 194.94 188.00 189.61 -11.7 1.85 247.55 18a53 196^3 18a77 191.41 273^94 

Finland t15)... 77.48 - 0.7 5832 61.03 58*85 65.16 -3.8 Z17 7a41 60.03 62.15 Bail 6627 89.80 

France (1041. 181.76 +73 123.02 127.40 122^8 125.35 +2.5 i74 164.54 125A8 130.42 128.13 128.47 16a75 

Germany (65). 129.36 +105 9857 101.90 9855 9855 +65 534 129 89 9959 10582 99.42 99.42 129.69 

Hong Kong (54). 257.34 +455 195.71 20ZS9 195.48 255.39 +45.0 350 25953 198.46 20548 19573 257.33 259 55 

JrolSid (Ifi.:...... 164.98 -1.7 125.47 12955 12S.32 127.52 - 55 4.17 18454 1£97 13042 128.13 12073 173.71 

Itaiv (78) 8076 - 8.8 S259 54.15 Si22 50J» -11.9 3.66 70.10 53.67 S&.S6 53.73 5855 8088 
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Mexico (181....149257 +75 1T3S.40 117559 1134.02 5084.74 +95 1.16 144098 1109.34 1148.57 1110.77 483758 1789.77 
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SSSSSSrw. 4815 +2.5 3062 3752 36.57 46.67 +1.1 4.87 <752 3061 3751 36.68 46.49 4852 
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M- 194 87 +75 14854 15353 147.87 15258 +25 .2.86 19055 149.71 165.01 149.91 155.02 20028 

sS^and<a2f. + 12 3 88.12 89.19 8002 91.90 + 9.0 2.33 113.88 87.18 9057 87.31 93.51 113.88 
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BwfolSnSffilrr \zr& -110 97 09 W56 9857 101.13 -124 276 12851 98.62 10212 98.76 10270 14091 

Worid &L UK 1896 - 138 TO - 01 103^ 10^19 103.38 119.77 -04 254 136.97 10458 10858 105.01 12096 150.58 
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The World Index (2223)..: 140.85 -7.0 10656 110.7B 10854 12157 -75 284 141.89 10047 11251 108-62 123.34 153.70 


Base values; Dee 31. 1986 = 100; Finland: Dae SI. 1987 - 115.037 (US S Index). 90.791 (Pound Sterttno) and 9454 (Local); Nordic; Dec 30. 
(US S Index), 114.4S (Pound Storiins) and 12122 (Local). „ Ull , _ ..... 

CoovriahL The Financial Times Limited, Goldman. Sachs & Co. and County NatWest Securities Limited. 1987 

SSSent ctanae^urfafl 8» v* 17/7/92: Additions: HSBC Holdings (HKS 10) and HSBC Holdings (ort 75p) (both U K ). 

Deletions: Holdertiank (P C.) (Switzerland). HS8C Holdings (Henfi Kong) and Midland Bank (IMC). 
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(b) Figures In parentheses show RPI base lor moexlng, Oe fi 
months prior to Issue) end have been adjusted to reflect rebasm j 
of RPI to 100 In January 19S7. Comersion factor 3.945 RPI for 
December 1991. 135.7 and fw June 1992; 139 3 

OTHER FIXED INTEREST 


OonsofcApc— 
War Lon 3*ap 


Ud 09 3SB Fal Aul 
Mi, -6 1A0B Jel Del 


WVt Aims 
KomFrtca Edongr On 
African Dev II tg 2010- IMA -1.4 SB 
Assn Dav 10<4pc 2009 IBB* ~9 100 

Blare 11 >2X2012_ 1t2l* -.4 45 

Iretend Cap 8*2X T0_ 90 1 * -1 304 

9pc Cot 1996_ 92*4 OJ 725 

13x97-02.__ IM 14 315 

Hyom Quebec 15x2011. 140‘e -9 4fl 

Leeds 13 >2 X 2006_ 124 -6 40 

Uveiwxil 3>2X t™* 3 _ -B 5 

LCCOpcTO Aft_-_ 3B*z 1.7 2E 

ManBiestef 11^pc2007. 11B>» -.7 7 

Ue Wli 3pr- y « <B 26 

ITMlsAngli3<re2021_ 1BB> Z -9 BB 

4 *• X A. 2024—_ 119‘4 -7 SO 

UUUn Stoss leVreTOX- 123*1 -6 M 


11 Anns Interest 

V On due 
■1.4 SB Ja« Jy4 
-9 I0B Ur24 SeT* 
-.4 45 Uyl5 Nvi5 

-1 304 Apl Oci 

03 725 WO J,30 
14 315 Apl Del 
-9 40 Hy31 Nv31 

-B 40 Apl Oci 
-8 5 IJaApJeOc 

1.7 2S fUtleSeOa 
-.7 7 An25 Og25 

M IS firi Set 
-9 BB JS30 Jy30 
-7 50 Fe23 Ap23 

-6 M Hit Sei 


2L8I4M 
27.10 - 

1L33146 
163189 

14 - 
3031775 

15 3351 
6.134*5 

27.1 - 

175 - 


Market Myths and Duff Forecasts for 1992 

The recession Is over; stockmorkels cro In a bull trend: Ihe US dollarwill 
continue to recover.' Ycu did NOT icad ihc! In Fu//erATone/ 

- the Iconoclastic Investment letter. 

Call Jane Farquharscn for a sample Issue (once only) 

Tel. London 71 -439 4961 (071 In UK) or Fax: 71 -439 4966 
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130.66 14a84 


1968 = 138.85 


SATQUOTE 


REAL-TIME ELR0PE.\N AND l\S. STOCK MARKET DATA AND 
ANALYSIS AT REALISTIC PRICES 
* ALSO FIT I RES * OPTIONS * BONDS * FX AND NEWS * 
CALL » LONDON 71-339-3377 — FRANKFURT49-69-639125 


WORLD STOCKMARKETS. 

WHERE NEXT? 

It vov have a View, take a Position 
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40* 34* inMUUi 100 2.9 12 11 15 

31* 23* Am 9m Prd 070 28 15 33 25* 

8* 7 * run Cw II* 1 0 84 10.5 234 8* 

20* 18* Am Cap 9d 168 8 5 341060 20* 

20* 18* Am Cap CV 130 6 3 0 40 19* 

66 * 53 Am Cvanamd 1.05 28 14101S 58* 57* 

34 * 3D* Am 0 Ana 140 7 1 123263 33 * 33* 

34* 20* Am 'eaa 1 00 4.1 IUSDH 24* 

50 40* Am Gerf Co 2.08 4.2 11S188 49* 

3 8 Am vim In a78 88 14 0* 

37 27 * Am Him Pr 266 89 14 410 29* 

0 04 2.7 15 0 31* 

2 60 3 0 164476 73* 

0 75 333 10 2 S* 02* 

0 56 0 6 124253 33* 32* 92* 

1 139 !> * * 

20088 9 20 2* 

102 9 2 165 11* 

48 30* Am Presdl 060 1 3 10 308 40* 

10* 7* Am toil Es 1.5010B 8 62 0 

3* JAraSWpBd 4 37 ?* 

37 301; Am Stores 070 20 10 053 3S* 15* 

44* 39* AT&T 132 J O 89 BS7B u44* 44* 

10‘a 16* Am «i» SS 135 7 1 Z100 17* 17* 

28* 20* Am Vtfalr Q.02 4 1 10 214 S3* 32* 

68 48* Amemech 3.52 52 143281 U6B 67* 67* 

36* 19* Anwtfl I* . 1 28 4 2 18 28 31 30 * 30* 

2* A Am*} Dt Si 0 959 * * ,*, 

IB* 13* Amen* Inc 0 68 4 5 161891 IS* 15 15* 

II* 10* Amev Sac 105 9 3 1 146 II* II* 11* 

51* 41* Amoco 320 4 5 SS6961 49* as* 48* 

87, 6* AmpcaP.11 r 0 30 4 2 8 3 7* 7* 7* 

12* S* Amra Inc 0 IS 2 1 25 12 0% 5* 5* 

1.04 3 7 12 651 SB* SB 28* 

7 958 3* <13* 3* 

0.30 IX S9 982 2S* 26 26 

887 232 9* 

092 10 13 107 31 

1 12 2 0 172977 GO* 

18 25* ANR PpePI 36810 2 2 26* 

47 * 33?, Anlhem 17 235 30* 

14* IDAnlhony In 0.44 37 16 84 13 

49 * 33* Aon Core 1 60 35 12 940 
'9* 12Apache Crp Q2B 1.6 30 903 
11 * 10* WUnfi 090 B 3 425 

10* 0APH 15 GO 

102 96* AppalPwPt 312 82 6 

8* S* Appid Mag 4 34 

32 * 23* ArcfiorDar. 0.10 04 17TI36 20 
47* 36* Arco Cheml 3BO 5.6 21 9 44 

12* 5* Arc Alask 12 466 12* 

12* 0* Artla 0 28 3 71161732 10* 

3B\ 29* AzMa PI 300 79 IS 38 37* 

4A* 32* Atmco 45P 450102 13 44* 43* 

7* J* Armen Inc 1 326 6* 6* 

74* !9Aim»3M> 2 70 8.9 11 24* 24 

37* 26Armstrong 120 4 0 271777 30* 29* 30* +* 

W* 25 Alin El PI 1 194 5 9 87 33* 33* 33* -* 

21* Id* Arrow Elec 621767 Zl* 20* 21* -* 

11 * 4* Artra Grp 1 18 5 5 5 

27* 20* Arvin Ind 0 08 2.7 74 175 25* 25 * 25* 

31* 19* Aearco Inc 0 80 2 7 27 7S7 30 * 29* 30 -* 

38 28* AahM Coal 0.40 1 4 11 76 28 * 27* 27* -* 

34 34 * Aafilnd CW 1OO 4 0 9(161 25 24* «* +* 

17 12 * Asa Pk F 1 1^7112 179 16* 16* 18* -* 

14* 10* Asaat liwr 2SJ519 8 8 464 1 : 11 * 11 * -* 

35 18* As* Nl Gas a 12 0 5 38 20 25* 25* 25* 

16* 12* Athlona 100 65 13 37 15* 15* 15* 

361*235* AH Rich 2 2.80 1 1 2 283* 262* 285 +4* 

37 * 30* AUiua Gas 20B 5.6 16 119 37 * 37 37* -* 

8* 4* Alima 5m 0 40 8 0 12 5 5 4* 5 

24* r»* Admc Egy 1.57 0 4 11 473 23* 23* 23* 

119* 96* Ad Rich 5 60 &0 331400 110* 109* HO 
7 5* Allas 36 274 6 5* 5* 

23 19 Atmos Engy 1.24 0 0 15 14 30* 70* 70* 

137, 10* Anwda ADR OJO 40 13 89 12* 12* IS* 

10* 47, AudlofVld 10 384 

12 8* Augai a<0 37 9 159 

10* 8* Austria Fd 0 13 1.6 85 

49 38* Avilom Dala 0 40 1 1 232568 

4* 2* Avaron Egy 5 10 


31* 71* AtoouBi 
5* 3* Anacomp 

27 r , 18 * Anodarlip 
M* B* Analog Dev 
40 28* Angelica 
60* 51 * AnhsrBsch 


2* 

II* 

44* -I* 
8 

2 * 

35* -* 

44* -* 

17* 

22 * +* 

-* 

*£ 

3 

+* 
-* 
-I 

-h 



6 * 

42 

2 * 


040 1622 11 25* 


d** 

10 * 

8* 

41* 

2 * 

75* 


4 * 

10 * 

0 * 


26 24* Avernon 
30 23* Avne! Ire 0 60 2.2 19 172 27* 27* 
53* 44 Avan Prods 1 40 2.7 251521 52 * 52* 
287, 15 Aydtn Carp T 309 10* 15* 


2 * 

25* 

=7* 

52* 

10 


39* 

10 * 

7* 

18* 

19 * 


- B - 

*3* 35* 6CE 2.60 6.0 10 184 W* 

15* 7* BET ADR 0 53 Si 7 202 10* 

8* 6* Banned 0 20 2.6 16 17 7 * 

19 17 Baler Fert 1 72 9.4 6 16* 

24* 15* Bate* HogA 040 2J201IS4C JO* 

27 * 22* Balder Ele 0 52 2.0 21 9 36* 26* 

39 * 32* Bail Curp r 37 J 0 13 650 33* 22* 

8* 4* Bally Mfg 2 73 5 4* 

S3* 13* Balpm >3&E 144 62 14 673 23 * 73* 

9* 4* Ban Bnkcp 060 7.1 0 341 8 * 8* 

50 4J* Banc One 116 26 14J2S3 44* 44* 
9* 2* BancflidJ 3 « 8* B* 

30 25* BancaBII V 120 4 8 5 30 IS* <125* 

18* 16* BancoCenfH 3z100 16* d16* 

S2 41* BcrpHatraU 120 78 II 214 48* 46* 
73 * 58* Be mug Inc 060 09 21 320 68* 

49* 30* BwAAmrlcd T.30 3 1 89570 41* 

69* 55 Bank Bcr9 560 6.1 I7u69* 

25* II* OVIK 6mm 040 1 7 195963 33* 

40* 31 Ok Scam P 320 B0 zlOO 40* 

43* 


39* 
10 * 
7* 
10 * 
20 * 
20 * 
23 
S 

23* 

a* 

44* 
0* 
25* 
10 * 
40* 
88 00 * 
40* 41* 
68 69* 
22* 23 

40* 40* 


"* 


+* 



30 Bank Nan V 1 52 3 7 1776M 41 39* 

47 * 42 * BanLAm A 3LS5 7 0 78 46?, 40* 48* 

80 72* Bank Am B 600 7.5 30 uflO 70 * 79* 

06* SO Bankers Tr 2.B0 47 714J0 89* SB* 59* 

30 * 20* Hards ADR 2.01 80 13 72 a* 25* 25* 

34 22* Slid 1C R) r 052 19 73 648 27* 26* 27* 

36* 30* Barnes Grp 140 4 6 10 17 30* U30 * 30* 

40* 31 Barnen Bk 137 3 6 161434 30 * 36* 36* 

6* 4* Bared 020 35 23 K6 6 5* 5* 

0* 5* Baffla Ml 0 10 1.41017201 7* 

00 * 44 * Baucp Lmb 0 60 I 6 331834 50* 

40* 32* 3a>Kir 086 2.2 185892 
24 * 20* Bay Si Goa I 38 55 16 178 Z3 

24* 21 * Sd Tr 1638 1.02 7 7 20 23 

19* 15 Bear Slrna 0 60 36 61074 16 * 

40 43* BearSlPIA 3 33 7 £ 2100 u*6 

23* 17* Soorlngs 0.64 3 5 32 28 18* 

22* 17* Beckman In 032 1 7 13 340 19 

77 * 64* B«Ct«n DM 120 1.8 10 464 70* 

37* 25* Balding Hy 06* 2.0 25 S3 32* 

46 * 40* BeO AUn ■ 160 5.5 134900 47 * 407, 47* 

13 * 10 Ball Indus 0 40 4 0 16 19 10 dIO 10 

S3* 42* BeilScuin ■ £76 6 2 162711 S3 52* 52* -* 

44* 30* Belo AH A 053 13*40 280 44 * 43* 44* +* 

28 19* Bomb 0.46 1 7 24 182 27 * 26* 20* -* 

53* 5GBanal43P 430 80 3 uS3 * 53* 33* 

07 * 56* Bene! 2 00 4 110 510 63* 63 83* 

23* IB* Benewn A 033 1518 20 2i* 21* 21* -* 

1* * Bong urn B 50 64 I* 1 ! 

■J4S0 857S Berksli Miry 35ZI00 9175 9150 9150 -60 

--30 19* 19 19* +* 

3 II* 11* 11* -* 

77 17* 17* 17* -* 

W 24 * 23 * 23* -* 

7 40* 40* 48* -* 

17*4 12* Bedmm Si 040 2 7 11797 
10* 7* Beverly £n 
26 * 16 Swill 

31* 21 * Burmngm 5 
20* 10* Black 5 D 
32* 25* Black H PL 
IT* 10* BkkrcWv . 

10* 10* BhArcMnC . 

11* 10* BlekrcfcTgt « 083 8.7 S20 

41* 30* Block HSR 0 83 2 8 22 824 34 
15* 117, BkXkOuSli 002 02 206380 12 
8* 7* fflusOWi 078 96 IS J. 

12* 6* BMC Ind 6 24 0* 

54* 38* Booing 1 00 2.5 87062 40* 40* 40* 

29* 17* Boise Caff 060 3 5 4 894 17* d!7* 17* 

6* 4* Eon B & N 0 08 iJ 17 29 ) 4* 

227, 13 * Berm Ch 204 1l 1 13 129 10* 

24* U* Benin Oi 1J 130 73 13 730 10* 

34 * 23* Borden Inc I JO A0 151822 30* 

20* 18* Bonn Cell 2J5l1i10 1 2D 

19* 14* BalnE PIC 1.46 0 7 20 15 


Ch'ga 

YM. pr 9s Close Prar. 

Dlv. 1 > E INa High LwOndtCloM 
» 100 33 33* 33 -* 

2 79 4 1 16?504 67 * 88 * 67 

0 44 6 7 8 770 51* 51* 51* -1* 

J75 84 II 201 47 * 46 * 46* -I* 
4.04 9 5 645353 48 «* J7* -1 

30 29* 30 +* 

il A 018 

034 8 1 G 949 11* II* II* +,’, 

4 40 0 6 11 372 08* 68 * 80* “ 7 J 

Jl 15* Bread Inc 020 1 1 11 170 17 7 » 17* 17* —* 

32 * 28 9..Mkiyn U 194 8 0 13 179 32 * 32 * 32* 

90 7?BhvrfnrmnB Z44 29 15 1fr> 83* ®S 83* ”* 

28* Jl Brown GiO 1« 6 9 44 200 29* 22* 30* +* 

10 * SBxmn&Snrp 032 5.7 31 S3 5* S* 6 * -* 

2a7, 19* Broemng F 0 68 3.1 182901 22* 217, 02* 

3* 1 7, BRT I ’9 3 2 2 

17* 13* BruMMCk 0 44 3.048?'088 14* 14* l«* 

11 U* Bruin Wen 020 1.2 9 1?9 16* '«* 10* -*4 

!S’i 6uc>e,e P> S & 99 H 56 29* 29 39 * +* 

15* IS* Bunker HM 144 93 0 24 16* 10 10* +* 

la* 11 * Burcer k i 1.56147 30 21 w* M* U* +* 

25* 10 * Bur, Coa\ 10 88 18* 18 IB* —* 

47 * 35* Burl Herth 1 20 3.2 177462 37 7, 30 37* +1 * 

42 * 33 Butin RF3C 0.50 1.3 2531« 38* 37* 37* -1 

10 14*eurnrumPc ' 38 8 7 47 51 IS* IS* 16* 


- c - 

37* 30* CBI Ino 0 48 t.S M 2'4 32 * 33 * 33* 

209* 133* CBS Inc 1.00 0 5 41 395 109* 199 199 -* 

1* * CCK WC 37100 * 07, * 

* * CF lr-t Oil 0 16 51.2 0 32 ,« A A 

22 * 14* CMS Energy 0-48 2 7J5S1K6 l?* 17* 17* +* 

1041’ 70* CNA Ftnl 9 !« «D* Wj 87* -0* 

49* 39* CPC ind 1 20 7 4 182138 uSO* 405, 00 * +* 

27* 19* CPI Com 0 56 2 9 H 110 19*019* 19* -* 

07*54?«C5t 152 2.4 $61802 G3 * 62 62* -* 

24* 17* CTS C-orp 0.75 3 1 30 8 24 * 24* 241* -* 

33* 20* Cable*’Vue 0 83 2 7 19 138 31* 31 31* -* 

05?, 42* Cabletron 22 377 52 50 * 51* -* 

48* 31* Cabal Carp HM 22 19 2?3 48* 47* 47* 

|o 1 * 04G 0 I f :< 8 T t73 W '4 14 *4 

29* IB* CadnceP+jn 347621 T9* dIB* 19 -2* 

41 SSCeeura Wl 91323 29* 20 * 29* -* 

2 * 1 * Cal Real 6 0 25 lis 7 3 2 2 2 -* 

4* 2 * Called Inc <112 3 1 0 109 3* 3* 3* +* 

20 * 16* Caigcn Cbn 23 598 20 * 20* 20* 

28* 22 * Callnul Co 0 64 29 39 103 a* 022 22 * -* 

I * * Gallon Inc 0 1 >8 A A A 

43* rr* t-unpoeu S 0 78 2 I 201449 J7 '* J 7 37* -3a 

r. * CampbJ Re 18 603 * JJ * *ii 

16* 13* Can Poc 0J2 22 S 5*5 15 14* 14* -* 

4874 M* Cap Clues 020 0 0 2 i 106453 * 44914451 * -1 

63 * 52Cap Hid? 132 21 11 575 63 61* 62 -1 

31 * 24 * Capsid 10 12939 5 31 31 31 -* 

35* 27* Capsid Mg* 120 9 2 10 177 35 34 * 34* -* 

* * Careercom 0 13 * * ti +,** 

45* IS* CarOCM 3037 (54 43* 4J* 43* -* 

3* \l Care ICO Pc 01031 7 » d* 1! -, 1 , 

20 * 124> Ccioiru Fr 0 60 4 3175 229 11 137, |4 

54 * 48* Camilla Pe • 3 16 62111093 SI* 50* 51 -* 

50* 44Carpenler 240 Sd 16 156 44* 044 44* -ij 

2* I * Carter Ha*» 0 394 1 * 1* 1 * +* 

45 * 22 ?, CarwWal 0 33 1 1 251270 30* 2S* 30* -* 

24* 20* lisuSVG' 140 50 22 22u24 * 23* 24* +* 

(J 0 *Ca«l Amer <705 Of 11 300 10 9* 9* -* 

62* 41 * Caterpllli ■ <160 1 1 102689 55* 54* 54* - 1 * 
10* 6 * CDi Carp 21 71 8 * B 8 * 

21 * >7* Cmat Fair 1 56 11 152 19* 19* 19* 

26 23* CnHudCEPf 135 7 3 6 25* 25 * 25* 

47* 28* Camel Cap 090 3 I 217047 29* 29* 29* 

20 10* CemerMi 1 1 60 8 6 101637 10* 018* 16* 

55 33* Came, Crp 0 40 09 21 421 47* 40* 

20* 25*<>wHdJ«i 200 8 911 90 29 28* 

26* 22* Centr Loot 2.70 106 13 143 25* 25* 

23* 19 7 , Caw tlan . 158 6 9 11 134 22* 22* 

23* 19 Cent, rtvvsp 0 40 1 7 22 288 23* 22* 

34 * 29* Cenb Vrml 27» 6 2 12 01 33* 33* 

29* 24* Centr&SW iH 53 141418 29 * 20* 

044 1 621 429 20* 27* 

1532 147, 14 * 

0.20 085171050 20 26* 

020 2 0 22 27 10* 10 

13 64 8 7* 

37 52* 52* 

40 47* 47 


YM. PI SJ* 


1492 

Ugh Lew Slack 
28 25* DetrGdZ.23 228 84 
33 * 27* OtE&2.n 2 75 S.7 
97Ij 89* DenEtf7 45 745 78 
99* 92* Oe<r£d7ae 7.68 8.0 
108* 104 DelrEdfl 32 9 32 6A 
110107* WEdi9.72 9.72 9 8 
35* J0*EWtEd 1.98 8.0 81217 33 32* 32* 

27* 20* Owner C.p 0.83 3 312S 674 77* 27 27 

44 25* Olag Prods 0.32 10 20 185 31* 30* 31* 

SO* 33* Obi CpOol 1 12 3.0 44 405 30* 36* 36* 

13* 8* DUI R*1 138138 28 18 10* 10 10 

23* 1? Diamond Sn OS2 3.1 T9 mn 10* 16* 10% 

2 * 1* Diana Carp Snoo 2 * 2* 2* 


ai-ga 

Closa Pm. 


Dhr. % E iota High Low Quota C»uee HWU. Stock ?^'!f a f, 10 S 

- — — 1 IB* 14* Qiaaton Co 0«0 2.3 12 81 ’■ «M i»w 'I 

8* 3* Gienied in 0 60 IflJ 0 364 3* 

a 7* Global Gov 0 70 M 210 u8 

ID*2 9*0X01 KZ 0 90 8.7 713 UlDlj 

2* 1 * Gubal Mar 93 SOB 1* 

0 * a Global YId 0 80 9.1 2=* «*<« 

40* 38* a«n W Fin 022 0& 101582 42* 

58* 39* Goodrich 2.20 ** 13 28« «* 45 45* 


it 27 27 

5 31* 31* 31* 

zlOO 96 96 * 95* 

21106* 98* 98 -2* 

<100 106 105* 105* -* 

2 ullO HO 110 +* 


38 * 27 * Century 71 
IS 13* CendMn 
30* 23* Champion 
12* 9* Chaparral 
13 7* Chari Hse 
55* 49 * ChoseM 10.5 5 25 10 0 
47* 35* CtttfeM PlF 393 0.4 
30% 17* Chesaklanh 120 4.5 85426 20* a* 
7?, 2* ChauS4 B 17 2 0* 6% 

49% 42* CTvmStPI 3 88 7 9 22 49% 4»* 

10* O’aOwmBkC 003 7.0 0 411u10* 10* 
51* 44% ChemBk-Adl 4 45 89 S3 50 40* 


31* 2S Cham ad 
39* 21 * Chem Bkg 
23* 16% Ctum, Waste 
29* 21% Oiaupcste . 

73* 60* Chevron 
140* 134 Otic Mlek 

68 78 Chic Ml PI 6 CO 89 

41 24 Chile Fund J 10 8 4 


47 

28% 

28* 

22 * 

22 % 

33* 

20 * 

28% 

14* 

25% 

10 * 

8 

52% 

47 

26% 

6 * 

49* 

10% 

49 % 


-% 

“* 

+* 

-* 

+* 

+* 

-% 

“* 

-% 

+% 

F% 


-* 


60* 46% DWboM 168 SI W 52 55 * 54* 54* 

23* 10* Digital Cm 11 M 19* 16 * 16 * 

65 * 33* Digital Eq 43SW 44 42* 43* 42* 

45 30 Dillard Dp 0.08 02 173790 34 33* 34 

7 * 3*DmS*vr 0 503 8*2 i* 8* 

< 1 * 28* QkatyQpi 084 2 3 26*1(3 36 * 35 * 35% 

2* 1 * Dtvorsl In 0 0 I* >* 1* 

40 20* Dole FOOD 040 14 13 &» 20 27* 27% 

397, 34* Dorn km Res 2.38 B I l3i«S 39* 38% 3S* 

7* 4 * Domur Inc 0X5 4.1 5 155 5* 8 S* 

31* 24* Donaldson 060 2.0 1 1 192 30% 30 * 30* 

58 47* DonelUy 1 OO 18 20 672 55 * 55* SS* 

43* 30* Dover Gorp 0.04 2 1 16 596 40 * 38 * 40* 

62% 51* Dow Chem Z60 44 2770V V* V* 53* 

34 * 24* Doe Jones 0 76 2J 38 669 33 V* 32% 

18 11* Dowiai SSL 0 32 2.0 10 146 10% 13* IS* 

94 88* DPI > 375 7 38 7 5 3 » ffi 33 

30* 26% DOE 102 50 12 SOT X* X* X* 

10* 7*DmoCorp 0.82 73 11 10 8* 6* 6* 

23% 17* Dresser 0.60 2.8 2X1017 Si* 21* 21% 

48 33* Dreyfus Co 0.68 19 18 777 35% 33 33% 

10 * 9*omaFcs< an se mi id* 10 % to* 

12 11* DnuSIOi 1415 EL8 X 11* 11* 11 * 

11* 10* DrteSlKz 0.78 7 0 X75u11* 11% 11* 

85 58* Dd P 01 M 5 , 4.SO 7.1 5 63% V S3 

35% 31* DuhaPower 1.72 48 l413Mu35% 35% 33* 

103 * 99DukaP 7B 7 00 7.7 6 102 101*101* 

108* 103* DukeP848 8.54 84 ZlOO 107 107 105* -1* 

IV 103 DufceP 8 7 8.70 8 2 5 105* 105* 106* +* 

107* 100* DukePB 20 8X8 8.1 zlOO 102* 102* 102% +* 

108104* DuMP0^4 8 84 83 <0 106 100 106 

4% 3* Duke Reall 0.40 9 7 45=100 4 44 * 

58* SO* DunABradst 2X8 39 201997 u58% 57% 58* +% 

34* 43* Du Pont 1.76 3 5 2SM(H 50 * 40 % 4«% 

as* 23* DuqL 4.1 205 BX 3 X 25 * 25* 

37* 24*OuqL 210 210 84 11 26* a a 

a 22* DuqaneJ 75 1 88 7 A zlOO 24* 24* 2,* 

a* a* Duqsne4 00 2 00 7 8 

27* 24* DuqL 43 2.10 7 9 

27* 24DuqsLM 15 2.06 6X 
92* 88 DuqL 7J 7 20 79 


-* 

"* 

+* 

"* 

"% 

"* 

** 


"* 

-I 

"* 


-% 


30 24% Duracell 
10* ODVlHUiSv 
14* 9 * Dvozmica 


6 a* a* a* -* 

zlOO X* X* X* +% 

3 u27% a* a* - 1 % 

<100 93% 93% 91 

221476 Z7% 27 27% +% 

10 19 8 % 8 * 8 * -* 

0 X 0 14 24 9 14 T4 14 


7% 

8% 

2% 

B% 

S% 


8 

8% 

2% 

7 

6* 


17 17* 

u ti 

7% 8 


2 00 6 4 22 201 31* 31 31* 

1X0 33 813106 36* 33 * 35% 

020 1 2 334247 17% 17 17* 

0.72 3 1 31 IX X* 23* 23% 

3 30 4 0 234034 0»% 68* £07, 

(204 fi r 9 0 140% 140% 140% 

2*6* 06* 84* -1* 
76 37% 37 * 37* -* 


40* 15% Chlqulia B 0.88 4.0 91708 17 10% 17 

0ii 5JJ Chock Fun 23 340 0 % 8* 0% 

X* XI*ChnsCra1 12 91 27% 26% 27* 

34* JTChneiiaru 27 5 27 * 27% 27% 

21% 11 * Chrysler OM) 32 10US9) 19% 10% 18 

76% 02% ChuLb Corp 1® 21 112920 75% 74% 75% 

80% 47* Cigna Corp 3 04 5.7 72323 54% 53% 53* 

7Cigna H I 0.9011.2 163 0 7 % 8 

2.46 6 3 13 78 u39* 38% 3S* 
4.75 7 0 zlOOu62* 82* 62* 
080 4/27 Z75 17* 16% 17 

744X5121007 36* 30 30* 

10% 10% Cine Mi lac 0J6 20 5 276 13* (2% J2% 

3% 1% Clneplea O 2 33 2% 2% 2% 

29% MCIpkso 192 flj 13 104 u29* 29% X* 
35% 22* Circuit Cl 012 04 172331 TO 29* 29* 
22 200 42 * 4t% 41% 
1.00 SlO 614159 20 19% 2D 

2X0 8 0 39u20* a* X* 

CM &1 au74% 74 * 74* 

32 A»% 04% 64% 
17 93 37 % 37 37 

1 11 30 17 IX 37% 36% 37% 
0.64 6.0 141189 9% 09 9% 

0.10 1.5X 168 0% 

4 265 24% 

19 304 20% 

198 9% 

3 

IX 38 9 144 
740 8 6 G 

l.ea 36 X 392 46% 

0X0 13 11 13 23* 


X* 33% Ctloorp in 
62 * 58 ClnGE*.75 
20% 10* Cinn Bell 
09% 33% Ctnc Oas 


47% X Circus Cir 
21 % 10% ClUcorp 
a* 21% Clbcp9.l2 
74% 50% CtcpPOAd 
v% V* ocpfWd TOO a.3 
38% 34 * Cbn ua A 
38% 34% Cur Utl B 
16 9* City Nptnl 
10% 0% Claires Si 
28% 22* Clark Equl 
Z7* 13% Clayton Hm 
9% 8* Qemexle G 0 35 3 7 
90 83Qeve7.56 756 8.B 

40% 31 % ClevklCtt 
68 82* Ctevld El 
52 39* Cloroi Co 
32% 21* Club Med 


6% «* 
24* 24% 
20 20 % 
8* 9% 

88 88 87% 

32d3l% 31* 
00% 80% 85% 
48% 46% 
» 23* 
12 * 12 * 
7* 

10% 

»* 

40* 

12% 

17* 


-% 


1* 

12 

-% 

-% 
+* 
-% 

3 

-% 


7 % 

10 % 

28* 

40% 

12 % 

17* 


9 
7 

8* 

18 

18 

S9 

17* 

22 % 

*2% 

9% 


X* 18% Berlin 0 56 19 2 
(4* 10% Barry Pair OKI i! 16 
20 14* B«1 Buy 17 

»»%BelhStZ. 2.50 IQS 
51% 40% Bethhm PI 5.00104 


■6 14% 15 +1. 

732774 gfc 6% 9% -* 

010 0 5 02 34 101, 10* 10% 

050 1 946 463 27% 26% 26% -I* 

0 40 2.0 243186 M% 20 * — 

1X4 4.3 18 43 2S X% 
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Monda y Inter view 

Europe’s 

timely 

champion 

Nicolas Hayek, chairman of 
SMH watch company, talks to 

Ian Rodger 


I t is not easy these days to 
champion the cause of 
European manufacturing 
of consumer products. 
Philips' warning last month 
of serious problems in its con¬ 
sumer electronics division 
comes after years of bad news 
from European makers of 
motorcycles, cameras and cars, 
all adding to the view that 
Europeans can no longer com¬ 
pete in these product areas 
with low-cost competitors from 
the Far East. 

Nicolas Hayek is in the rare 
position of being able to refute 
the Cassandras. Hayek, a Swiss 
consultant to European and US 
manufacturers such as Sie¬ 
mens, AEG Telefunken, Oli¬ 
vetti. Deere, and US Steel, 
since the early 1960s, master¬ 
minded the rescue of the Swiss 
watch industry in the 1980s. 
And he did it by taking on and 
beating the dominant Japanese 
competitors at their own game 
- attacking the low-margin, 
cost-sensitive mass market. 

For Hayek, reviving the 
Swiss watch industry was sim¬ 
ply a matter of proving what 
he had long believed. “No 
other area in the world is as 
rich in highly gifted people as 
western Europe. If we use our 
people well, we can always 
make high-quality, low-cost 
consumer products and make 
them better than people in 
Singapore, Hong Kong. South 
Korea or Japan.” 

On the other hand, he warns: 
“If we lose our know-how to 
make products, then we will 
lose our financial indepen¬ 
dence. And if you lose your 
financial independence, you 
lose every other kind of inde¬ 
pendence." 

Although he grew up in 
Switzerland and has worked all 
his life there. Hayek, whose 
mother was Lebanese, father 
American, bears little resem¬ 
blance to the reserved, correct 
businessmen normally associ¬ 
ated with the country. 

He wears wrinkled, shapeless 
suits over ill-fitting shirts and 
flamboyant neckties, sports at 
least one watch on each wrist 
and puffs away at huge cigars 
or a pipe. Whereas many Swiss 
businessmen shrink from pub¬ 
licity, be delights in transmit¬ 
ting his often obscure ideas 
and startling opinions at the 
drop of a microphone. 

In 1981, be was called in by 
the Swiss banks to rescue the 
two most important companies 
in the country's cherished but 
fast-declining watch industry, 
Asuag and SSIH. These two 
were important not only 
because of their size and 
because they made finished 


watches that carried famous 
brand names such as Omega. 
Longines and Tlssot, but also 
because they supplied large 
numbers of components and 
folly assembled watch mecha¬ 
nisms. or movements, for sale 
to other watchmakers in Swit¬ 
zerland and around the world. 

Thus, their dilatory introduc¬ 
tion of quartz and electronic 
technologies in the 1970s, 
which enabled the more nim¬ 
ble Japanese makers to make 
huge gains in world markets, 
especially of high-volume, low- 
priced models, undermined a 
large part of the Swiss indus¬ 
try. Swiss exports of watches 
and watch movements crashed 
from a peak of 91m units in 
1974 to only 43m in 1983. 

This pattern had been seen 
in other European consumer 
product industries, and the 
solution most frequently cho¬ 
sen was to retreat to up-market 
or specialised niches. Hayek. 
who had counselled many com¬ 
panies against that strategy, 
had his chance to prove they 
were wrong. 

At SSIH and Asuag, which 
he later merged into a group 
called SMH. the main chal¬ 
lenge was to overcome the dis¬ 
advantage of Switzerland’s 
high wages. Hayek did it by 
designing watches with a dras¬ 
tically reduced number of com¬ 
ponents. Also, he ordered that 
different models should, wher¬ 
ever possible, use common 
parts. And, with the banks’ 
support, he invested heavily in 
assembly automation. 

At first, most of this effort 
was concentrated on the 
Swatch, a line of cheap and 
cheerful watches introduced in 
the autumn of 1982 that would 
become one of the great mar¬ 
keting success stories of the 
1980s. Swatches feature plastic 
straps and mountings in vari¬ 
ous colours. Models with new 
face designs, from the elegant 
to the outrageous, emerge 
every few months. At roughly 
£20 apiece, Swatches are acces¬ 
sible to all and seem to be 
acceptable to many. 

SMH has sold more than 
100m Swatches since their 
Introduction, making it the 
best-selling watch line in his¬ 
tory. Perhaps as important, 
many of the disciplines and 
innovations that went into its 
success could be transmitted to 
factories making the group’s 
up-market brands, thereby 
improving margins on them 
and freeing up funds to bolster 
their marketing. Also, the high 
production volume of move¬ 
ments required for Swatches 
yielded economies of scale that 
have enabled SMH in the past 



T he gulf between US 
and European atti¬ 
tudes towards 
exchange rates is so 
broad as sometimes to seem 
unbridgeable. The dollar’s 
recent weakness has received 
scant coverage in the Ameri¬ 
can press - at best short sto¬ 
ries on the business pages. The 
German discount rate increase, 
for example, not only failed to 
make the front pages of the 
New York Times or Washing¬ 
ton Post; it was not even in 
their lengthy inside news sum¬ 
maries. If you failed to turn to 
the business sections, you 
missed it altogether. 

The Democratic convention 
was admittedly monopolising 
the public's attention. But even 
on an ordinary day little would 
be made of a decision by the. 
Bundesbank. Few Americans 
know or care what the dollar is 
worth in terms of other curren¬ 
cies. They certainly do not 
expect fluctuations on the for¬ 
eign exchanges to have much 
impact on domestic economic 
policy. Americans, would be 
stunned if the Federal Reserve 
- the central bank - were to 
announce that It had to raise 
interest rates in order to 
defend the dollar. On Main 
Street, the Fed’s sole task is 
seen as bolstering the flagging 
economic recovery. 

In US financial markets , sim¬ 
ilar attitudes prevail. On a tour 
of Wall Street last week, every 
analyst I consulted expressed 
concern that the domestic 
recovery might be losing 
momentum^ All anticipated 
further dollar weakness but 
none saw this as a cause for 
great concern. 

Even the Fed seems unusu¬ 
ally relaxed: the most recent 
published minutes of its policy¬ 
making open market commit- 
tee barely mentioned the dol¬ 
lar. Mr Alan Greenspan, the 
r han-man, is likely to refer to 
exchange rate movements in 
Ids biannual Humphrey-Hawk- 
ins congressional testimony on 
Tuesday, but he can hardly 
deny that the Fed has so far 
focused almost exclusively on 
the needs of the domestic econ¬ 
omy. 

Having grown accustomed to 
US indifference to exchange 


Wobbly dollar 
is no big deal 


‘We have to be very strong communicators’ 


two years to compete profit¬ 
ably in world markets for 
movements. 

The result: Swiss watch and 
movement exports last year 
surpassed their 1974 peak level 
and SMH became one of Swit¬ 
zerland's most successful 
industrial companies with net 
profits of SFr252m. This year, 
it is set to overtake Citizen of 
Japan to become the world's 
largest producer of watches 
and watch movements. 

Hayek believes that the SMH 
experience is transferable to 

PERSONAL FILE 

1928 Born in Beirut 
1963 Formed Hayek Engineer¬ 
ing, Zurich. 

1981 Reorganised Asuag and 
SSIH, Swiss watchmak¬ 
ers. Launched Swatch. 

1985 Merged Asuag and SSIH 
to form SMH. 

1986 Chairman and chief 
executive of SMH. 

1990 Announced project to 
develop environmentally 
friendly "Swatchmobile". 

1991 SMH and Volkswagen 
establish joint venture to 
make Swatchmobile. 

1992 Swatch watch sales sur¬ 
pass 100m. 


other consumer products. He 
says most Japanese managers 
do not understand how to put 
what he calls “messages of 
emotion" in their products, 
which may have an image but 
nothing more, he claims. 

“If you take Playboy maga¬ 
zine and see a pretty girl in it, 
that is an image. You may like 
it, but if you show it to your 
wife or to a man who likes 
men, they might react differ¬ 
ently. 

“But if that girl were here 
giving one message, if the mes¬ 
sage was clear, differentiated, 
intelligent and not too long, 
she could give aD of us the 
same message. This is what I 
call the message of the brand.” 

Hayek refuses to explain this 


beguiling analogy further 
because, he says, he does not 
want to make things easier for 
his Japanese competitors. 

Armed with confidence in 
his marketing skill, Hayek has 
perhaps inevitably begun to 
think of producing other con¬ 
sumer products himself. SMH 
has diversified into personal 
telecoms products, making a 
Swatchphone and a Swatch 
wristwateh pager. But his most 
audacious project to date is a 
joint venture with Volkswa¬ 
gen, the German car maker, to 
make an environmentally 
friendly car. The project was 
announced two years ago with 
considerable fanfare and an 
appeal for inventors to contrib¬ 
ute ideas, but details of the 
car’s design have been kept 
secret 

Hayek originally said he 
would unveil a prototype this 
year, but he has changed his 
mind, claiming that such a 
move would give away some of 
the ideas to competitors. He 
says he will reveal the real 
thing in 1996. 

Is this hubris? Would he, 
wearing his consultant’s hat, 
endorse a plan by a watch com¬ 
pany to make a car? “If they 
had the people, yes. Making a 
car is not a difficult thing 
because the basic technology 
has not changed in 50 years." 

His appeal in the media two 
years ago raised Hayek's pro¬ 
file in Switzerland and abroad. 
He makes no apology for devot¬ 
ing much of his time to inter¬ 
views. The biggest challenge 
for management today, he 
says, is communicating. 
“Europe has had a fantastic 
boom in the past 50 years, but 
we have created very rigid 
structures in our societies. 
Bankers and businessmen no 
longer like to take risks. So we 
have to be very strong commu¬ 
nicators and convince the peo¬ 
ple around us of the value of 
our ideas." 

He has also embraced the 
environmental cause and last 


A code for EC lobbying 


y=ej£ss~ s: - I A key commit- 
A M tee of the 
I /\\ European Par- 
^£315 *53P liament is con- 
sidering a 

C *^20*^#* re P 0rt COn ‘ 
taming pro- 
EUROPEAN posals aimed 
LAW at “laying 
down rules 
governing the representation 
of special interest groups at 
the European Parliament". In 
other words, the EC Parlia¬ 
ment will consider regulating 
lobbying. Lobbying - which 
could be generally defined as 
the influencing of legislative, 
regulatory and political deci¬ 
sion-making - is one of the 
ways In which the governed 
communicate with government 
and is very serious business in 
the EC. The report marks the 
beginning of an important 
debate within the EC, a debate 
whose outcome will determine 
no less than the integrity and 
effectiveness of the European 
Community’s law-making pro¬ 
cesses. While it technically 
addresses lobbying of the EC 
Parliament only, the EC Com¬ 
mission has also begun to con¬ 
sider this subject, and the 
debate in one body will 
undoubtedly be heard in the 
other. 

The title of the report is a bit 
too modest, for while It refers 
only to “special interest 
groups" (one imagines truffle 
producers or vinegar bottlers), 
it actually applies as well to 
general Interest groups such as 
associations of labour unions, 
manufacturers, employers and 
others. The primary author 
and "rapporteur" of the report 


is Marc Galle, MEP, a courtly 
former Literature professor 
whose gracious manner belies 
bis canny wisdom. Mr Galle, a 
Belgian, was confronted with 
two main questions: should 
lobbyists be required to be 
“registered’', and should there 
be a code of conduct applied to 
lobbyists? While it still faces 
many changes and amend¬ 
ments, the report answers both 
these basic questions in the 
affirmative. It does not actu¬ 
ally propose a code, only that 
one be drawn up, with input 
from lobbyists. 

At its worst, such a code of 
conduct could isolate decision 
makers from lobbyists or, at 
the other extreme, allow lobby¬ 
ists to exert improper influ¬ 
ence. At its best, the code 
could steer the EC away from 
the sort of seamy system that 
now exists in the US. where 
the giving of money is inter¬ 
twined with the exertion of 
influence over legislation. 

Drawing on some years of 
experience in both Washington 
and Brussels. 1 would offer the 
EC Parliament, and eventually 
the EC Commission, these sug¬ 
gestions for a lobbying code: 

• Distinguish between obtain¬ 
ing information and lobbying; 
only the latter should be sub¬ 
ject to registration, a code or 
any regulation whatsoever. 

Information in the EC - for 
example, the status of a direc¬ 
tive, the scheduling of an offi¬ 
cial meeting, the text of an offi¬ 
cial document - should either 
be public or confidential. If it is 
public, anyone who asks 
should be able to obtain it It 
should not be given, as is now 


often the case, to lobbyists or 
some lobbyists, based on who 
their friends are. If information 
is confidential, it should be 
made available to no one out¬ 
side the EC offices working on 
the matter. 

• Have a clear definition of 
what constitutes lobbying, 
thus requiring registration 
and code compliance. 

Here again, the EC should 
avoid the US experience of hav¬ 
ing a law (in the US it is the 
Federal Regulation of Lobby¬ 
ing Act of 1946) with so many 
uncertainties that it is virtu¬ 
ally unenforceable and unen¬ 
forced. 

• Distinguish between being 
paid to lobby, by an employer 
or a client, and lobbying out of 
personal interest 

Here, the US experience is 
positively instructive, since 
there is a constitutional protec¬ 
tion of the right to petition the 
government. Ordinary people 
In Europe should be encour¬ 
aged to lobby the EC and 
should face no restrictions. 

• Impose a clear separation 
between lobbying and the giv¬ 
ing of money or anything else 
or value. 

One couid argue whether 
inviting an MEP or EC official 
to lunch or dinner is corrupt¬ 
ing. As long as a particular lob¬ 
byist does not consistently 
entertain a particular official 
who has authority over a mat 
ter the lobbyist is working on, 
1 do not think so. But the real 
question here has to do with 
lobbyists paying MEPs, their 
assistants or other EC officials, 
be it outright or under some 
form of employment or con¬ 


sulting contract, or making 
other gifts that are of greater 
than nominal value. 

• Have rules that will reveal 
generally which principal is 
lobbying what issue, but do 
not impose such stringent, 
bureaucratic or vague require¬ 
ments as to constitute a bar¬ 
rier to proper lobbying. Lobby¬ 
ing should be a right, and the 
public should have a similar 
right to know generally who Is 
lobbying on what. 

Here, Mr Galle’s report 
sounds the right note, explic¬ 
itly seeking to ensure that 
“lobbying is transparent [and] 
that various lobbying groups 
are placed on an equal foot¬ 
ing". Another US law, the For¬ 
eign Agents Registration Act of 
1338, has the opposite problem 
from the 1946 Lobbying Act: it 
requires so much detail that it 
has often been criticised as 
being unduly burdensome. 

• Do not discriminate 
between lobbyists from the EC 
versus those from without 

Doing so would be a form of 
protectionism and could invite 
damaging retaliation. To the 
extent such limitations exist 
outside the EC, the EC should 
use the present process as 
leverage to get those limita¬ 
tions removed. 

Raymond S 
Calamaro 


The author, partner in charge 
of the Brussels office of the law 
firm Winthrop, Stimsrm. Put¬ 
nam & Roberts, teas US deputy 
assistant auamey-general for 
legislative affairs, 1977-79. 


March addressed the United 
Nations general assembly pre¬ 
paratory session for the Rio 
summit on the global environ¬ 
ment. 

“Each one of us has a 
responsibility. Because I am an 
entrepreneur, I have more 
resources and capability to 
change things than politicians 
who talk very much and do 
very little. That is why we 
started with the car two years 
ago. That is why we are going 
to sell watches without packag¬ 
ing." 

Like most Swiss industrial¬ 
ists, he is eager to see Switzer¬ 
land join the European Com¬ 
munity. But whereas most say 
joining would be good for Swit¬ 
zerland, Hayek emphasises 
what Switzerland can do for 
the EC. 

“I think Europe has to be 
constructed according to a 
Swiss model. That is the only 
way it can work and survive. 
With all these different cul¬ 
tures and languages, It would 
be a catastrophe to go the cen¬ 
tralised way." 
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ACROSS 

l, 4 Market stores redesigned to 
give very effective perfor¬ 
mance (8,6) 

8 Charge with organisation of 
test run ( 7 ) 

9 Side with the head? (7) 

11 It’s like Oxford to gather 
round for example with one 
( 10 ) 

12 This clue isn’t directed to the 
tower levels <4> 

13 Very musical attack is unfin¬ 
ished (5) 

14 Foreign Office deters changes 
brought up (8) 

16 Writings on defence (8) 

18 Talk’s value put at nothing! 
(S) 

20 Call round (4) . . 

21 Rock crusher? (5,5} 

23 Sending out one in acting 
school with books (7) 

24 Bowled over with gloves back 
to front (7) 

25 Ancient city that’s not quite 
the tops (S) 

28 Stew tinned? Put in an order 
16) 


DOWN 

1 One goes in car round tree (5) 

2 Balance on French credit (7) 

3 Midshipman’s leaving, being 
rather complacent (4-5) ; 

5 Story book's included in cata¬ 
logue (5) 

6 Tune for the bowler to so bn. 
Too late? (7) 

7 It's simply not here (9) ' 

10 Poorly planned - needs doing 

over again? (4-5) ■ 

13 One could be trying for the 
post (9) 

16. The players sent proms crazy 
(9) • 

17 One golfer playing has cheery 
glow in winter (3.4) 

19 Supporter of situation in 
brewing issue? (?) 

21 Dean at Scotland's border pro¬ 
duces a little burn (§) 

82 One way of taking the paper! 
( 5 ) 

The solution to last Saturday’s 
prize puzzle will be published 
with names of winners on Sat¬ 
urday August 1 . 








MICHAEL PROWSE 

'. on America 

rates. It can be hard to grasp 
what a different world the UK 
inhabits. It seems Incredible 
that minute movements of ster- 
ling within the EMS can send 
shock waves through British 
society. Two decades after the 
world’s biggest economies 
opted for floating exchange 
rates, the sight of Mr John 
Major, the prime minister, sol¬ 
emnly ruling out devaluation 
seems oddly old-fashioned. It 
reminds me of the 1960s and 
Harold Wilson’s valiant - but 
, ultimately doomed - fight to 
avoid the h umilia tion of deval¬ 
uation. In the US, few people 
regard the exchange rate as a 
symbol of national virility; the 
attitude, rather, is that if the 
dollar drifts lower against the 
D-Mark and yen, US exporters 
will gam a welcome edge in 
overseas markets. 

What accounts for this stri¬ 
king difference in attitudes? 
The. US psychology is different 
partly because Americans have 
been owners of the world's 
only viable international cur¬ 
rency for half a century. The 
dollar, they point out is still 
over whelming ly the most pop¬ 
ular unit of account and store 
of value in global transactions. 
The. US can borrow apparently 
limitless sums without taking 
on a currency risk. In a real 
sense, therefore, American 
Insouciance about the dollar’s 
value In terms of lesser curren¬ 
cies is justified. At the same 
time, the biggest potential dis¬ 
advantage of a depreciating 
currency - accelerating infla¬ 
tion - is rarely perceived as a 
serious risk. 

The relaxed attitude towards 
the inflationary consequences 
of dollar depreciation is justi¬ 
fied in two ways. In the first 


place the US is a huge, conti¬ 
nental economy In which trade 
still plays a relatively minor 
role. Exports and Imports 
account for only 10.5 per cent 
and 10 S per cent respectively 
of US gross domestic product, 
compared with ratios of closer 
to a third in the UK. This 
means that increases In the 
prices of imports have only a 
small impact on the overall 
price level In addition the US 
has the world's most competi¬ 
tive labour market 
reflecting both the weakness of 
unions and its willingness to 
permit immigration of low paid 
workers. The British assump- . 
tion that depreciation will be 
automatically dissipated in 
higher pay awards does not 
apply: with most categories of 
workers experiencing steady 
fails in real wages, deprecia- 
tion is more likely to lead to 
higher profits and investment 

Look at what has happened 
since 1985, say American econ¬ 
omists. The dollar's plunge 
against the D-Mark and yen 
did not set off an inflationary 
spiral. On the contrary, exports 
surged. Imports began to level 
off and the trade deficit nar¬ 
rowed sharply- The conclusion 
is that a little more of the same 
medicine will do no harm. . 

Americans and Europeans 
seem destined to continue mis- . 
understanding each other. The 
US is quite comfortable with a 
floating exchange rate: it is.- 
hard to imagine circumstance 
in which US monetary policy - 
would be tightened ahekd'bf- 
the November election. When 
the Fed does eventually;' 
tighten, it will be moving 
mainly in response to its 
assessment of domestic irifla-" 
tionary pressures. Europeans 
are likely fully to understand 
America's carefree attitude to 
the dollar only if they finally 
achieve economic and mone¬ 
tary union. Trade would then 
be a relatively minor cotnpo 
nent of the integrated Euro¬ 
pean economy. And Europe's 
currency would be mighty on 
the world stage. In the fullness 
of time, London may be as 
blithely indifferent to exchange 
rates as the capitals of 
Nebraska or Arkansas. 


Expanding financial horizons. 
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OBSA International, Inc. 

Opens Representative Office in London 

a subsidiary of 
WfO securities firms, 
Operadora de Bolsa Serfin S.A. de C V 
expands jts global reach with a new 
representative office in London. 

i ne Tirst Mexican securities firm to 
open in the United States. OBSA 
ii^ationalnow becomes the only 

offl«?,?*,?tf K ra9e ^ a re P res entative 

the growth of Mexico. Andfrom m? 
new London base, we now provide 
European institutional investor eaSi^r 
access to this evolving market? 


International. Inc. 

309 Park Avenue 
Now York, NY 10022 


LukeJ. (fa ran, Jr. 
President 
(212) 750-4220 
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119 London Wal 
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